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The National Petroleum Council meeting convened
at 9330 a, m,, October 3, 1957, in the Departmental Auditor-
fum of the Department of Commerce, Washington, D. C., Walter
8, Hallman, Chairman, preﬁiding.

- CHAIRMAN HALLANANt The Council wvill come to order,
The Secretary will please oall the roll,

MR, BROWN: Mr, Aberaathy,

MR, ABERNATHY: Here,

MR, BROWN: Mr, Anderson,

MR, ANDERSON: Here,

MR, BROWN: §r, Earl Baldridge,

MR, BALDRIDGE: Here.

CﬂAIRMﬂN‘HALLAHANs Hr.-nlldridgo, will you please
rise.

Gentlemen, I desire to introduce & new member of the
Council, Mr, Earl Buldridge,roi the Champlin Qil and Refin-
ing Company,

| (APPLAUSE)

MR, BROWN: As I proceed to call fhe roll, if there
are individuals here as alternstes or observers or a member,
and 1: n.member_iu,not present, will that psrson kindly arise
and give his name 80 we iay have it for the record.

MR, BROWN: Mr, Ball. |
. uR. CAMPBELL: Douglas Campbell.

MR, BROWN ¢ M. A, F, Blrratt.':




MR,

R,

Gentlemen, I desire to introduce another new member

BARRETT: Here,

BROWN: Mr, Barrett, will you plemse rise,

of the Council, Mr, A, ¥, Barrett, President of the Roocky

Mountain 01l and Gas Association,

with us, Mr, Barrett,

(APPLAUSE)

MR, BROWN: Mr, Benedum.

MR, BENEDUM: Here.

MR. BROWN: Mr, Bergfors,

MR. BERGFORS: Here.

MR, BROWN: Mr, Blaustein.

MR, BLAUSTRIN: Here.

Mit, BROWN: Mr, Blazer,

MR, BLAZER: Here.

‘MR, BROWN: Mr, Brazell.

MR, BRAZELL: Here,

MR, BROWN: Mr, Bridwell.

MR, BRIDWELL: Here.

MR, BROWN: Mr, Bruce K, Brown,
MR. BRUCE K; BROWN: Here,

MR, BROWN: Mr, Russell B, Brown,
MR, RUSSELL B, BROWN: Here.
MR, BROWN: MNr, Burns.

MR,

PRICE: W, D, Price, representing Mr,

We are happy to have you

Burns,




Cowden,

rise,

nnother

dent of

MR, BROWN: Thank you, Mr, Price.
Mr, Orville S, Carpenter,

(NOo Response.)

MR, BROWN: Mr, Comerford.

MR, COMERFORD: Here,

MR. BROWN: My, Cowden,

MR, MCCANN: I am Wayne McCann, representing Mr,

MR, BROWN: Thank you, Mr., McCmnn,
Mr, Crawlord,

MR, CRAWFORD: Here.

MR, BROWN: Mr, Cummins,

MR, CUMMINS; Here,

MR. BkOWN: Mr, Morgan J. Davis,
MR, DAVIS: BHere,

CHAIRMAN HALLANAN: Mr, Davis, will you plense

Gentlemen, I ls¢ have the plemsure of pregsenting
new membexr of the Council, Mr, Morgan J, Davis, Presi-
the Humﬁle Oll & Refining Company.

Mr. Davis, we sre happy tc have you with us,

(APPLAUSE)

MR. BROWN: Mr, Donnell,

‘MR. DONNELL: Here,

MR, BRCWN: Mr, Dow,




MR, DOW: Here,

MR, BROWN: Mr, Downing.
: (No Response,)

'un, BROWN: Mr, Duke,

MR, DUKE§ Here.,

MR, BROWN: Mr, nuﬁnig&n.
MR, DUNNIGAN: Here,

MR, BROVN: Mr. Elliott,
Mﬁ. ELLIOTT: Here,

MR, BROWN: Mr. Endecott.
MR, ENDACOTT: Here.

MR, BROWN: Mr, Fisher,
MR, FISHER: Here.

MR, BROWN: Mr, Follis,
MR, YOLLXIS: Here.,

MR, BROWN: Mr, Foster,
MR, FOSTER: Here.

MR, BROWN: Mr, Fox,

MR, FOX: Here,

MR, BROWN: Mr, Goggin,

(No Responae,)

MR, BROWN: Mr, B, C, Graves,

MR, B. C, GRAVES: Here,

MR, BWNS Mr, B. I, Graves,

HR. Bs 1. GRAVES: Here,




MR, BROWN: Mr, Grimm.

,!IR. ‘GRIMM: Here,

CHAIRMAN HALLANAN: Mr, Grimm, will you please rise,

Gentlemen, I wish to introduce enother new member

of the Council, Mr, Frank L. Grimm, Presideat of the National

Tank Truck Carriers, Incorporated.

rise,

Mr, Grimm, we are mappy to have you with us.
(APPLAUSE) |

MR, BROWN: Mr, Hallaoan.
MR, HALLANAN: Here.

MR, DROWN: Mr, Hamon.

(No Response.)

MR, BROWN: Mr, Hardey.

MR, HARDEY: Hers,

MR, BROWN: Mr, Harper.

MR, HARPER: Here,

MR, BROWN: M, Hartman.

(No Response.) .

MR, BROWN: Mr, Hawley.

(No Response.)

MR, BROWNS Mr. J. J. Bedrick.
MR, HEDRICK: Here,

CHAIRMAN HALLANAN: Mr, Hédr:lck, will you please

Gentlemen, Mr. J. J. Hedriok, President of the




Independent Natural Gas Association of America,

Welaome, Mr. Hedrick, as & new member of the Council.

(APPLAUSE)

MR, BROWN: Mr; Hiltse,

(No Response,)

MR, BROWN: Mr, Huley,.

(No Restse.)

MR, BROWN: Mr., Hunter,

MR, HUNTER: Here.

MA, BROWN: Mr, Jacobsen.

MR, JACOBSEN: Here,

MR, BROWN: Mr. Jennings,.

MR, JENNINGS: Here,

MR, BROWN: Mr., Jones,

(No Response.)

MR. BROWN! 'mr. Paul J. Jones.

MR, JONES: Here.

CHAIRMAN HALLANAN: Gentlemen, a former member of
the Council who has come baok to us again as President of
the Penngylvanies Grade Crude Oil Assuoiation, Mr, Paul J.
Jones.,

Glgd to have you baock, Mr, Jones,

(APPLAUSE)

MR, BROWN: Mr, W, Alton Jones.

(No Response,)




MR, BROWN: Mr, Kayser,

MR, KAYSER: Here,

MR, BROWN: Mr, Keeler,

MR, KEELER: Here,

MR, BROWN: Mr. Harry J, Kennedy,
MR, KENNEDY: Hers,

CHATRMAN HALLANAN: Mr, Kennedy, will you please

rise, Gentlemen, you mll know this man, Mr, Harry J. Kennedy,

President of the Western Petroleum Refiners Associmtion.

We are glad to have you with us, Mr, Kennedy, as a
new member of the Coﬁnoil.

(APPLAUSE)

MR. BROWN: Mr, Grover Kilgore.

MR. KILGORE: Here,

CHAIRMAN HALLANAN: Mr. Kilgore, will you plesse
rise, |

Gentlemen, I am happy to introduce A new member
of the Council, Grover Kilgore, President of the Petroleum
Equipment Suppliers Assogilation,

Happy to have you with us, Mr. Kilgore,

(APPLAUSE)

MR, BROWN: MNr, Lawton,

‘MR, LAWTON: Here,

MR, BROWN: Mr, Long.

MR, FOLEY: I am Mr, J. W, Foley, representing Mr.




Long.
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MR, BROWN: Mr, Ludwig.
MR, LUDWIG: Here,

MR, BROWN: Mr, Lyons.

(No Response,)

MR, BROWN: Mr, HﬂCdllum.
MR, MCCOLLUM: Here,

MR, BROWN: Mr, NoFarland.

MR, FORD: Douglas Ford of Dallas, representing Mr.

McFariand.

'm. BWNt Thﬁl:lk you' Hl“. !ord.

MR, MoGowen,
(No.. Response)

MR, BROWN: Mr. Maguire.

' (No' Response.)

MR, Bm' “rq udm“i.

MR, MAJEWSKI: Here,

- MR, BROWN: h_-'o Marshall,

MR. MARSHALL: Hore.

MR, BROWN: Mr. Mnttel.
(No Response.)

MR. BROWN: Mr, Milligan,
MR. MILLIGAN: Here.

MR, BROWN: Mr, Moncrief,

(No Response,)




MR. BROWN:
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Mr, Mosher,

(No Response.)

MR, BROWN:

Br. . Nﬂ-'lﬂm *

MR, MACARTHUR: Mro Mo R, MmoArthur, for Mr. Nielsom,

MR, BROWN;
MR. BROWN:
llm. NINESS :
MR, BROWN:
MR. NIXON:
MR, BROWN:
MR, NOLAN:

MR, BROWN:

Thank you, Mr, MacArthur,
Mr, Niness,

"Here,

Mr, Nixon,

Here.

®r, Nolan,.

Here.,

Mr, Jerome J, O'Brien,

MR, O'BRIEN: Here,

CHAIRMAN HALLANAN: Mr. O'Brien, will you please

rise,

Gentlemen, 1 desire to present another new member

of the Council, Mr, Jerome J. O'Brien, President of the Texas

Independent Producers &nd Royalty Owners Assogistion,

Glad to have you with us, Mr, O'Brien,

(APPLAUSE)

lﬂl‘. BROWN :

¥r. O'Shaughnessy,

MR, O'"SHAUGHNESSY: Here.

m’. BROWN'S
MR, PARTEN?
MR, BROWN:

r, Parten.
Hére,

My, POogue,




Porter. .

rise,
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MR, POGUE: Here,
MR, BROWN?: Mx"-. Porxter,

MR. MORRIS: Mr, J, E, Morris, representing MNr.

MR, BROWN: Thank you, Mr. Morris,
¥r, Powers, |

MR, POWERS: Here,

MR, BROWN: Mr, David Proctor,
MR, PROCTOR: Here.

CHAIRMAN HALLANAN: Mr, Proctor, will you kindly

Gentlemen, 1 desire to present Mr, David Proctor,

Executive Vice-President ©f the Gulf 01l Corporation as &

nev nmenber of the COuncil._

Rathbone,

Mr, Proeotor, we welcome you to the Council,
(APPLAUBE)
MR, BROWN: Mr, Rathbone.

MR, MORGAN: Mr, Cecil Morgan, representing Mr,

‘MR, BROWN: Thank you, Mr, Morgan,

Mr, Rather.

(No Response,)

MR, BROWN: Mr, Richardson,
(No Response.)

MR, BROWN: Mr, Ritchie.




Roldnehu,

Staples,

MR,
MR,

MR,
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RITCHIE: Here,
BROWN: M, Robineamu,

MEYERS: Mr, Robert Meyers, representing Mr,

BQQWN: Thank you, Hr; Meoyers.
Rodman, |
Reaponse,)

BROWN: Mr, Rowan,

Response,)

BROWN: W, Spencer,

. DYER: WMr, J. B, Dyer, representing Mr. Spencer.

RROVWN: Thank you, Mr, Dyer,

- Staples.

PARSONS: Mr, Lee Parsons, representing Mr,

BROWN: Thank you, Mr, Parsons.
Supplee.

WEBB: Mr. L. A, Webb, representing Mr, Supplee,

BROWN: Thank you, Mr, Webb,

T™aylor, -

Responge,)

BROWN: ifr, George T. Tennison.
nespohse,)

BROWN: Mr. Vandeveer,

VANDEVERR: Here,
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MR, BROWN: Mr, Violette,
(No Response,)
MR, BROWN: Mr, Vockel,
MR, VOCKELt Here,
MR, BROWN: Mr, J. Ed Warrem,
MR, WARREN: Hafe._
MR, BROWN: Mr, W, K. Warren,
MR, W, K. WARREN: Here. .
MR, BROWN: Mr, Whaley,
MR, WHALEYt Here.
MR, BROWN: Mr, White.
MR, AIKEN: Mr, John Aiken, representing Mr, White,
’m_,' BROWN: ' Thank you, Mr, A_:l.lune
Mr, Wilson,
MR, WIL3ON: Here,
MR, BRONWN: Mr, Windfohr,

~ (No Reaponse.)

- MR, BROWN: Mr, Wood.

MR, WOOD: Here,

MR, BROWN: Mr, Wrather.

MR, WRATHER: Here.

‘MR, BROWN: Mr, George S. Young.
(No Response,)

CHAIRMAN HALIANAN: Gentlémen, we thank you for

being present here today,
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Ve will proqeed to dispose of the agen;l.

We have before us the matter of approval of the N
minutes of the last meeting of the Council, heid on mnrbh.f,.
1957; What is your plemsure in vregard to the approval of_fhe
minutes of the last meeting?

PROM THE FLOOR: I move it ho approved, L

FROM THE FLOOR: I second the motion, K"

CHAIRMAN HALLANAN: It has been moved and secand;L
that the minutes be approved., All in favor indicate by nlykng
Aye., The contrary, No. 8o ordered, I

Gentlemen, I have the sad duty'éfleonveying to*fou
officially the very discuuragiﬁg news of the plasihg of in‘
of our members since the last meeting of the Council, ;Er;5¥
Charles A, Chipman who was President of the Ponn-y1vipiu'ﬁr§3e'
Crude 011 Assooiation mnd, Mr. William G. Skelly, founder,
Pnst President, and Chairman of the Board of fho Skelly 011
Company.

At this time we will recognive M. Dow, to present

an appropriste resolution in relation to the passing of Hrgk

Chipmen. N |
Hﬂ.‘ le . : 7 .‘ F}\
MEMORIAL RESOLUTION R A
LS
| _ N
CHARLES A, CHIPHAN b
}

BY FAYRTTE B, bow . S
< l‘

|

!
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Charles A, Chipman, 2 member of the National
Petroleum Council aince 1953, died in Florida on March 7 of
this year. Chip, as he was known to his many friends, was
born iu Clayville, New York in 1891, He attended public schools
in Yonkers, New York end later graduated from Alfred Univer-
gity. He settled in Bolivar, New York where he bectme en-
gagoed in the production of oil from the Bradford and
Allegany fields,

Chip could naver countenance the belief that man was
born to die but rather thet man was born to live, His un-
selfish participation in civic affairs and sotivities oOther
then his business are monuments to that belief, He was &
tfustae of Alzred'ﬁnivaraitf, President of his local School
Boerd and an influential member in his church., 7These interests
coupled with B Christien home had @ profound influence on
the lives of those with whom he lived and essocinted. Always
willing %o contribute his share in the efforts of associstions
related to his business, he beoame President of the Pennsylvania
Grade Crude Oil Association in 1953 and ably served in that
capaclty until his death,

He was a director of the New York Stmte Uil Producers
Asgociation and the American Petroleum Institute, He willing-

ly gave to this Council his time and effort whenever it was

‘ssked, The National Petroleum Council relinquishes with regret

his fine fellowship and unselfish services and shares with his
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family the loss of a good father and & public spirited
citizen, |

“THEREFORE, BE IT RESOLVED, by the members of the
‘National Petroleum Council, in meeting assembled at Washington,
;n. C., this third day of Octoﬁor, 1957, that this resolution
be spregq upon the records of the Council &s & memorial and
tribute to its faithful and devoted member and than Rn
engroased. copy thereof be sent to his widow, Mrs, Donna R.
Chipmsn, &s an expression of the Council's profound sorrov and
heartfelt sympathy to his family,"

Mr, Cheirman, I offer the resolution and move its
adoption,

FROM THE FLOOR: I mecond the motion,

CHBAIRMAN HALLANAN: Gentlemen, mﬁy I ask £§r 8 rising
votg_.

| (Whereupon, a rising vote was given,)

CHAIRMAN HALLANAN: We will recognize Mr, Paul
Bndacott, to present the memorisl resolution in behalf o2 ur,
William G, Skelly,

| MEMORIAL RESOLUTION
T
WILLYAM GROVE SKELLY
BY PAUL ENDACOTT
William Grove Skelly, founder, Past President, and

Chairman of the Board of Skelly Oil Company, departed this life
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on April 11, 1857,

e was one of the last great pioneers in the dgvelop—
ment of the Amefic&n oil-and ges industry, Born in Erie, Penn~-
sylv#niu on June 10, 1878, he took his first joh as a tool
dresser in 0il City, Peunsylvenia in 1894, He worked and
ighrned and pioncered his ﬁny peoross Indisna, 1llianois, Kansl&,
Nerth Texas and Cklahoma, With the opening of the E1 Dorsdo,
Kansas oil pool, William Grove Skelly ﬁeeame one of the
Mid=Continent groa's largest independent oil producers., In
1812 ke estublished permanant resident in Tulsi, Oklahoms;
saven years iater he orpanized Skelly 041 Company, the cO-
opdination of production, pipeline, refining, 2nd marketing
potivities *hat led Skally Cil Company to its high plmce in the
industry,

In Wi1lligm Grove Skelly there wis embodied those
characteristies of lendership which mark the course of the
American petroleum iadustry. As an industrial and civie leader
in his community, his State and in the Netion, his imprint on .
events was indeiibly written., Withal, he bore himself kumbly,
ieayning much from others and transmitting that which he learned
intc coungel and achievement for the enlargement of this chosen }
industry and the enkancement of the public welfare,

Wé recall espenillly his work as on 0il praduccr,
disoovering and developing reserves wihich contributed important-

ly to the national needs, in time of crisiej his 10ng service
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in the associations of oil and gas operators which were formed
to provide cooperative approsch to the solution of industry
problems._pirticulgrly his devotion the the war effort through
the Petroleum Industry WarTCOuncil.

He was an industrial statesman whose integrity,
industry, homely phnosophy end good humor sadded dignity and
wiéddm to all tha important petroleum councils; his eyes wers
nlﬁuys fouused on goals of improvement of basic principles
for the conduct of the petroleum industry., To hinm progress in
the petroleum industry was best expressed in the betterment of
humen relationships, and the scientific development of mll
phages of snid industry,for the benefit and com:ort of mankind.

In our vast industry of conflicting interests and
different opinions, he has woven into the fabric of our indus-
trial and political statesmanship 8 sustaining ocord of integ-~
rity that has gone s0 far to maintsinthis body {n its deter-
nination to be of ultimmte mervice to the Ameriocan people and our
form of government and way of life.

He was early marked for leadership in the business
he loved, He was a dynamo of energy and the milk of human
kindness generated inhim a sincere love for people. Whilst
Acoumulating hil'shnre of the world's goods and & reapected
position . . . he also acquired and valued above all something
more important ., . . ¢Ountless friendships, William Grove

Skelly's name memnt o0il to millions of Americans across the
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"Nation, For still millions of others his name was synonymous
with Tulse and Oklahomn, as a philenthropist, humenitarian,
And great civie leader,

William Grove Skelly was & men of many titledx. . o
all deserved because he emrned them , , . founder, director, trus-
tee, commlttee member, natiocsal committoeman, award winner,
Drganizer, president, partner, a&nd "Man of the Year," Whate
eﬁer the title wes, the credo was the sa2me . o + get the job
done, "

He founded the International Petroleum Exposition in .
1923 and was its president since its inception.

His active and enthusimstic support_was lent to
“innupmerable dauses R8s an expresslion of hia intereast in hig
fellow man, particulaily young people, His love for the
Nation's youth was exhibited in many tangible ways. He was
active in thé 4-H clubs and the FFA vocatinn&l training clubs,
and 2 member of both.

Firends, associntes, business competitors, and poli-
tical foes all agree that William Grove Skeily's presing
ngraldg the end of the ara of rugged individualism in the oil
industiy~~-he will be long remembered as me of bur truly great
0il men~-because il was his business,

| AVE ATQUE VALE{
St. Ignhtious Loyola must have had Bill Skelly iﬁ his

mind when he composed the following Prayer:
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Denreat Lord, teach me to be generous;
tefch me to gserve Thee as Thou deservest;
to give and not to count the coat, to
fight and not to heed the wounds, to
toll and not to seek for rest, to labor
and not to ask for reward, save that of
knowing I am doing Thy wili,
BE IT HEREBY RESULVED on this third dey of Ootober, 1957, that
the National Petroleum Council, meeting in Washington, D, C,
does record with profound sadness its sense of great loss at
 the plssing.of our co~worker, William Grove Skelly, and its
deep and heartfelt aympathy with the membera of his femily, and
BE IT FURTHER RESOLVED that this Resolution be engrossed upon
the permanent records of this Council and that an appropriste~
iy engrossed oopy therecf be presented to Mrs, Skelly and
fgmily.
CHAIRMAN HALLANAN: Gentlemen, you have heard the
memorial resolution, M¥ay I tsk for a rising vote,
(Whereupon, & rising vote was given,)
CHAXRMAN HALLANAN: Mr, Jacobsen, Chalrman of the
Agenda Committee, do fou hlﬁe any report to submit to the
Council at this tine?
MR. JACOBSEN: No subject has been submitted nor
studied by the Department of the Interior,

The Agenda Committee hms oaAlled no meetings And cOn=
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s
5)1 ’“Hj“ q (i
o ('L)&l \’1
“qu'\wl ﬂf *“1 \,’\ 1\
saquent!.% there is no report Ty PSSR

) WLV ES %
W E‘EIMN HALLANAN: 'Fasnh-yeou;—vary much.,
| Gentlemen, we are delighted this moraing to have
with us &t this opening session the Honorable Fred A, Seaton,
Secretary of the Intériar. I am aware of the fact that he is
ﬁéﬁssed for time and has other commitments at the Pentagon this
morning and that being so, we are going to change the routine
of the agende at ‘the moment because I Imow the Secretary is
anxious to speak t0O us on shme of the matters that are very
important which are being considered by him and his Depertment.
Gentlemen, 1 have the pleasure of presenting our
boss, the Honorable Fred A. Seaton, Secretary of .the Interior,
MrsSeaton.
| (APPLAVSE)
»;g;*,/—f‘“ﬂ"‘ REMARRS—OF
i THE HONORABLE FRED A, SEATON
| SECRETARY OF THE INTERIOR
SECRETARY SEATON: Mr, Hallanan, members of the
Nationsl Petroleum Council, you know as a long-time pArticipant
in these msetings, sitting here while fhe roll is being called,
1 was thinking that 1t was something that would bhardly make

front-page news and I think you will agree with me., Sometime

ago, however, 1 got in to the habit of listening and thinking

o)

while the roll was called 2s to who was there and what some of -

the names were., This morning was somewhat interesting to me,
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while the Jonea boys were prement s ususl in a group of this
gize there wasn't anything very surprieing about 1t, but I did
prick up my ears & bit when the name of Nixon snd Nolen wns
called, I'm sure if the Senator had been here at the time he
would bave done likewise,

| 1 think the high point of all the roll cells I have
olserved while being & menber of difZferent organizations was
one where the President of the Association used the asme sort
of procedure you used this morning, and it was where & Mr, Blunt
arose and announced he was there a&s a substitute for Mr, Sharp,
I hope you will forgive me for that, but it did happen.

(LAUGHAMIR )

Once again I am delighted to weloome the members of
the National Petroleum Council to Washingtoq.

‘It is only right, of course, tﬁat I recall some things
to your mind and you know, of course, last Winter, in the in~
terest of national security, the oil industry and the Federal
Government weré together concerned with the oil 1ift to Ruropo,
That amergehcy they succvessfully met, The plan of aotion under
which the oil 11ft opersted was terminated but the voluntary
Rgreement relating to the petroleum, the foreign petroleum
supply is still in effest, however,

it hag, as you very well know, t0 mAin purposes,

The first is to provide a mechanism by whioh private

induatry can help the Government meet emergencies existing out-
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side the United States that adversely tftect‘our national
mobilization and defense of which the Suex eriiis was &n
example.

The second purpose is to enable private industry to
help the Government gather facts sbout foreign petroleum opan—
tions for use in defense planning., Beckuse of the value of
this information the Government intends to continue to use the
Foreign Petroleum Supply Committee set up undey the voluntary
agreement, Now, we do not attempt to downgrade the imporisance
of that,

It does recall to mind 8 delightful story going
around the country about thrée tobhoco farmers. These three
fellows were about to lose another tobacco crop due to the
drought and other natural causes and about the only thing they
could do under the cireumsiances Wed exmctly what they did,
'they returned to the barn bolunging +o one of them and got out
a jug and began to drink and disouss their miseries--this could
hﬁve happened in West Virginia but, as & matier of faot, it
didn't, it was in South Carolina-=these three farmers telked and
talked and_drunk and drank and as they wufo getting pretty well
along and getting pretty gar down in the jug, the wife of the
host came Boross the yard going out to get some kindling to
start the fire in the kitohen stove and when her husband savw
her he turnedto the fellows fnd skid, “Tbu know, marviage is

very, very wonderful and tomorrow just s soon &8s I get my orop
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sowed I think I will buy Mirends a new stove." The second
fellow said about the same thing about his wife and said he
would buy her & washing mschine, He didn‘'t go so far as to
spy he would buy her an electric washing machine but one of
those hand-~operating varieties thﬁt worked better than the one
she had, |
| And, they turned to the third fellow and asked him

what he was going to 40 and he ssid you had better pass me the
Jug again I ain't out of debt yet. |

(LAVEHTER)

To go t0 R subject not quite so pleisant and I know
1 need not tell you the question of oil import is very much in
the news,

| Eariier this year the director of the Office of

Dofense Mobilization asked the oll importing companies to give
him & forecast of the volume of orude oil they proposed to
import in the first six months after the end of the Suexr emer-
gency., The news whioch he received convinced him that the pro-
posed lsvel of imports threatened to impair the national security,
and he so informed the President,

Subsequently, as we a1l know, the President appointed
a apecial aabinet caﬁmittoe to investigate the crude oil imports,
The Seoretary of Commerce was the chairman, I wes a momber,

| This oommittee inténﬂivoly gtudied tho'import problen

and delivered its rocommondugionﬂ to the President last July 28th,
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In the judgment of the abmmittee the planned rate
of import of foreign oll was st such & high level in relation
to domestic production that expiorufion and development in the
country were in dangey of being impaired. The committee conclud~
ed that we must follow a policy which will permit remsonsble
imports, would encourage domestic exploration for and development
of additional oil sources, additionsl sources of petroleum,

The QQMmtttQG thoretorp recommended an import level
be set and voluntmry oll import program b§ established,

- This recommendation was adopted.

Under the policy, with sosistance from the Office of
Defense Mobilization, the Department of the Interior was
charged with the reuponﬁibility for administering the program,
Captain Matthew V., Carson, USN, is serving as my special
aEsistant and program administrator and I know you will hear
~ fyom him later on in this moetinﬁs

As you know, under this program, orude oil importers
are aEked to limit their oil imporis to the level recommended by
the committeo. Theasuccess of the'voluntlry olil imports program
depends on the willingness of the importers to oomply. Derscosle
ly, I believe that éhe pian will work, Its failure could give
fiﬁe to slternatives which I do not like to contemplate anymore
than you do.

As I see them, thome siternatives fhrae. No mction at

all which I consider the least likely., The impvsitiom of manda=
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to£y oontrols by & Presidentidl order or qontrols put into
effect by the congress. |

| At the March méeting of the National Petroleum Council
the Department of the I,terior requested it to make five basic
studes, I understand thmt the final reports on some of the

gtudies are before the Council for consideration at this meeting

 lnd that the others are well under way, As these reports cover

a wide range 0f 01l and gasoline activities I am sure they
involve 2 great deal of work 6n ihé part of your executives
and technical staffs, |

The information you are furnishing the Government is,
in mddition to its thar vnlués, busic to a revalurtion of
oil and gas cepabilities in the ﬁvent of war,

The Office of Defenge Mobilization, the Department of
Defense, and the Department of the Interior have underway &
now worldwide petroleum supply and survey‘Onrwhioh to base
seourity plang to meet any foreseeable international emergency
and much of the survey is being.cnrried on by the Military
Potroleum ADvisory Board.

Now, we hope for continued cooperstion with the

‘Govermment ,

I again want to express my sincere appreciation for
being sllowed to speak to you and I want +o thank all of you, ﬁﬁ?T
LAFPIAURY) |

CHAIRMAN HALLANAN: Thank you very much, Mr. Secretary.
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We'lrevéryléritefuilto ynﬁ for being with us this morning,

; Following the remarks that you have made and the
aubje&t with whioch you have dealt, it seems to me that it is
entirely appropriste nt this time to introduce the man who is
in charge of the administration of the voluntary imports pro-
gram #nd I now present to the Council, Captain Matthew V, Car-
son. |

Captain Carason,

(APPLAUSE)

X . REMARXS=OF
ﬂgg // CAPTAIN MATTHEW V., CARSON, JR., USN

ADMINISTRATOR OF VOLUNTARY IMPORTS PROGRAM

CAPTAIN CARSONt Thank you very much Mr, Hallanmn.

Mr, Secretary, distinguished members of the National
Petroleun Council, it 18 indeed » pleasure and privilege for
me to appear before you today.

Secretary Seaton has gone now, so I omn tell you
this mabout him, |

The other day he said, suppose that you mre faced with
introducing somoone end instead of saying he is my ompable
assistant in whom I have the utmost oonfidence and what not, he
SAys aémothing like this: He is no good so-&nd-so; I rule fhe
day I ever saw him but I am stuck with him snd that is that. I
was mort of reminded of a story where one man of conmiderable

property died and unfortunately left no will‘but he did leave a
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widow and about seven éhildren. So often happens there was
quite & fumily dispute s to the division of the property,
The poor widow was s0 discouraged that she decided to leave
for about a year, She took & trip around the world and she
hoped upon her return the children would have arrived at aome
agreenent,

When she got off the train in the town one of her
sons met her and of course her first question was, "Have you
settled the estate?” and he seid, ™o, Ma, you know we haven't,
Sometimes I wish Pa had never died.” |

And I'teel cortain that at times the Seoretary of
the Interior wighes there had been no oil imports program and
that a certain Navy Captain was commanding & dog team down in
Antartice, | _

You know when I was selected for the job they told
me one of the qualifieations which you have is & working
knowledge of the industry. I can assure you since 1 embarked
on this enterprise it has meant a lot of work, How much know-
ledge has been involved I do not know, but there was one
qualification tbat they should have sdded and that is I think
the administrator should be at least an amatour meteorologist
because I oan assure you that 1 follow very closely the long-
range fbreonst about what sort of weather we are going to haves

As to whefe we are todsy that is history, You |

gentlemen are very well acquainted sc I won't go into it except
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very briefly, ‘

I heard Mr, Jerome O'Brien, a new member of your
ui‘b’gnt_ton, say not long ago stl.ﬁ-ticl were mbout as 1ntorut-
mg'.u' ! utll_b loaf of brna.' but sometimes they nro. useful in -
11lustrating m poiat.

| I would like to refer to the latest tabulntion of
figwé that we received from the importing compinies, showing
the actual imports in August of this yeAr and their estimate
in imports for the succeeding five months, I think it is inter-
esting to see, of the esmtablished importers, the -1::, comphnies,
in October they will import the total of 457,400 barrels as
compared with the osbinet‘'s committee recommendation of 493,000
barrels over the year ending June 30, 1958. So, I think the
progress in that direction has been excepticnsl and I think all
of you must agree with me it has been, I think those persons
and those companies are to be complimented utor the cooperation
which they have qhm' t0 the Goveranment in m_lki#g thia a
‘success, |

Now, the total, when we consider the new importers
as well as the established importers, will run about 50,000
bn_-rels a day during the last months of this year over what the
cabinet's committes hmd recammended. I would like to oall to
your attention this faot, tmf almost all of the 50,000 barrels
im represented by overage program by two companies, Tidewater

sud the Standard Oil Company of Indiana, Th 36 two companies,
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amongst others, have filed petitions with the sdministrator for

relief from the allowances established by the committee for those

two compenies, Hearings have been had aa you know, snd early
this wé&k s decision was announced that, in my opinion, s
administrator, they had not shown such n case of inequity and
hardship that would warrant relense, |

Now, 1f thpse two odmpanies along with some others
whose cesaes are still under consideration should decide to abide
by the decision of the Administrator in the oase, then the

total will oome down right in 1line with the cmbinet committees

recommendation. I think the 1ndustfy as a wh?ie and the indivi-

dusl companies are to he congratulated upon their work in this
respect. | |

There is one thing I want all of you to kmow, that is
1 have nOthing to do with the suocess pf the program. The éuo-
cess 19 up to the individual companies c¢oncerned mnd so far they
have certainly shown & desire to cooperate with the Government,
They have shown & sense of reoponsihilify,tthn gountry as a
whole on this very important metter,

As to the futwre, I am very mucﬁ aware of the popular
song which you probuﬁly heard a year or two ago about "“The
Puture is Not Ours to See, What Will Be Will Be," so I have
some hesitanoy in treading on the grounds of the future but since
I am not & fatalist, since we are men endowed with a free world;

since we live under the form of government that we do, I feel
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that we can, &8 individunls, to & great extent shape our own
destinies, So I do believe thit, Judging by‘the oxperience
that we lave had in the progrnm‘so-tur, renlizing the responsi-~
bility of the perscms who are in the oil industry, I have no
hesitancy in saying that I think the program in the future

will bhe i conplete suocess,.

I have directed my remarks mostly to the importing
ocompaniea, There is another side of the picture.

It has become 1ncrensihg1y apparent to me becasuse of
the volume of correspondence, telegrans, étntements, that are
being received in Washington that there Are a great dehl of,
shrll we aky, impatience on the part of some of our domestic
producers wigh the success of the procr&m; There have been
cries for strict and immediate mandatory oontroiu. Personally,
believing in free snterprigse as I do, I think that mandatory
,qontrols would be about the worae thing that we would want to
see and I do not believe they are going to be neceasary. How-
ever, %8 some of our domestic producers, some of our independent
producers do.nqt-réntrhin themselves a little bit and give the
program Bn opportunity to work we may find ourselves ptrattled
with such 2 thing.‘

I would like to mentiﬁu thia.-even fodly and the days
of the wonder drugs, the miracle drugs, if you have & oase of
pneumonia or blood poisonming you can stert taking streptomycin

or terrimyoi_n or penio_i.llhh or whatever it may be, but after the

¥
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first shot you do not get up and walk out of your hospital bed,
It takes a little time for the effects to be felt, And, in this
program, it is going t0 take & little time for the effeote to
be felt and I would axﬁeet with my limited knowledge that abhout
the earliest that we could find it was having @ direat effeot
would be probably the first quarter of next year.

Now, I do not think that is anything to be dissatis-
tiqd with.

| Even 1f we had msndatory controls, tased upon some-
what the smme formula as the clbdnot committee hes employed,
I think you would not feel the effects any sooner,

So, am td‘fha domeatic producers, I would like to
ask they exercise a 11£t1e patience ind a little strength and
I think their cooperstion as well as the cooperation of the
importing companies will assure the success of this most vital
program,

There is one other thing that I think 19 worthy to be
chlled to your mttention and that is there may be some indion-
tion of a rash of what we might oall new importers, those who
q are.not now importers at all nor have imported in the past, but
becsuse they believe it may be 2 lucrative field to enter or be-
ocauwse they recently found production or had hurt the production
overseas and there is going to be & continuing pressure: I am
afraid for those people to start importing. Certainly no Ameri-

can #nd no American company should be excluded ®®tirely from
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that field, It is a field of legitimate privete enterprise,
but there to, I think some restraint should be exercised,

Wo 211 realize timt the program as now laid down is
not one which will last indefinitely, If my information is
correct, and I am sure that it is, in the yalfs to eome we
nmust have inocreasing volume of imports a&s our expanded economy
and population remch new heights it is extremely unlikely that,
barring any fabulous and unexpected development of new reserves
in this country, that it will becOme necessary to import increas-
ing amgunts of foreign crude_oii into this country.

| So, during the interim period I conslder mostly 1;
the nature of & withholding motion until the domestic industry
oin get remdjusted, and & reasonable balance of imporis to
deomestic demtinds oan be achieved, That reasonable balance will
undoubtedly vary from time to time.

S0, as to the new importers, I would like for them to

- @exercise some restraint and not rush into the field solely bew

'ouuse it appears that it is & good thing to do bociusn othera

Are déing it, ‘

The oil industry, of course, 1s & very individualistic
agegressive industry, It is made up of those kind of people,
but at the same tiwe I think they have a gragugious group of
people, 1 think you oan probably call tomind many oxﬁmples of
that. I have seen down. in Texas, for instence, .mome very pafr

land that nobody would pay 50 gents an aore iof'anq somebody




decides to do a little exploring and starts a2 well and all the
othﬁr oil gompanies in the area that may have for years ignored
it ﬁuddonly sre bitten with a fever--this fellow is hero! there
must be something there--and thﬁy start in ;1:0, Some of the
prices paid for the off-shore leases off the comst of Louisisna
ané T-mlﬁ t0o me were rather astounding in their prices because
I think that parhppl. proven production ;:_oul.d have been bought
up on dry land at the prices that were scmetimes paid just for
the foundries and rontuln, but some company started in and others
followed sult,

Agnn! the people engiged in exploration and they
had never considered that sort of thing before, We have inde~
pendent As vwell as mpjor companies sround the world from o
Pprpguy! Pakisten, Spain, Lybip,, xthiop1;, Gmtqmplp, Haiti,
Jamaion, Cubm, s well as Venezuels and there aghin I think it
is boqnusgr not only perhaps the lore of mére return on the
investment but becsuse of the gregariousness and despite the
individunlity of the people in the oil 1ndultry, |

Ae I mﬁntton.d earlier, of the firat three  GRE6S that
bad been heard the decision was rendered early this week and I
expect to have the text of the decision in the hands of these
companies certminly by the bcgtﬁning of next wcokf It wvas nat.
in any of the oases, an easy decision to remch, The other four
oases that have been heerd, I expect to be able to snnounce &

decision on them to file mnd han‘tné text of the decision in the
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hinds of the reupéetive companiea toward the end of next week,
' Let me say sgain, I appreciste, Mr, Chairmmn, the
opportunity to appesr before you and if we can have in the
fufura&las we have hn& in the past, the cooperation of not only
‘ the'importang oompanies but of the domestic industry in giving
this thing e chance to work, I am sure that its success will
assuﬁed.
- Thask-you-very much, it
e A daaadine .
h 31 CAPPLAWE) vyt L0 ik |
@? {T;;:IRHAN HALLAHlﬂz”MgiptiiﬁvcirsOn, may 1 say to you

that we are deeply npproeiative of your very informative
discussion with us this morning.

Geﬁthmen, it is the polioy of the National Petroleum
Council to invite the widest attendince at 6ur moeetings by
representatives of the various departments and mgencies of the
Government and also by members of Congress. It is héartening
t0 ug to find this manifestation of interest in our meetings
ag reldescoted in thﬁ excellent attendance of the representatives
of the various Government sgencies,

Well, Congress is not in session at this time we are
delighted that there is mn outstanding member of the United
States Sennte whe has followed the problems of the petroleum in-
dustry with greet interest and who has followed the deliberation
of this.CQunoil with tremendous interest. senutér Jogeph O'"Ma~

honey im our visitor this moraing and I am happy to present him
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to the Comeil at this time%akﬁ | _
¢ 'l'l:;bllonmble Senator Joseph O'Ilhonej_.__/
[/ THR HONORABLE JOSEPH C. O'MAHONEY
| A UNITED STATPS SENATOR FROM THE STATE OF WYOMING

B SENATOR O'MARONEY: Chairman Hallsnin and members of
the Comoil, as I liatened to CaptAin Ohrson make his statement
to you mnd refer to, I think, & song that we cannot very well
look into the future, I wae reminded of the carving upon one of
the pediments of the Arohives Bullding, 'Tbhe Archives Building
lies hétwaen_Punnsylvanil Avenue and Constitution Avenue, It
48 the structure in which the archives of the Nation have been
stored snd the architeoct sought to make appropriate reference
to the meaning of the function of the building.

One day several yesrs ago, shortly sfter it was

built, while the cab service in Washington wes under pressure and
fhe eab drivers were required to take more thnn_Ong_paasonsei.
1 was riding up Pennsylvania Avenue to the Capitol in & cab with
s lady who was evidently » tourist., As We passed the Archives
‘Building she saw one of the insoriptions on the impediments and
1t spid, "¥Wimt is Pest is Prologue." She leaned forward and
touched the cabblie on his back and enid, "Drivér, oan you.toli
‘me what that meens?" end he looked.arﬁund_nt.har;nnd said, "Well,

‘Madam, I think that means you sin't seen nothing yet."




i am heppy to Le bhere because I like to oall on old
friends and I have had & very pleasant relationship with the
National Petroleum Council, with ite chairman and other members
with whom I have come in eqntaot.

In my funotion 88 & member of the Seunte and as &
member of the committee having to 40 with the petroleum industry
I bave sought alwmya to promote this spirit of cooperation
which guides you, and _w’h:loh the Dopartment of the Interior
through its very able Seeretary, and through Captain Carsoa,
who has taken over the adninistration of this voluntary imports
program, and they have all shown a great spirit of cooperation,

It is not my intention this morning to make & speech
here but my thoughts sfter reading this morning's paper about
the speech which was made before the United NMations yesterday
by Ahmid Shulmry, the representative of Smudi Arlb;a. I was
reminded of the fact that blood is not only thicker than water,
1t is wlso thicker than ofil, "

Up in the Senate, on the Senate side 6! the Capitol,
we have a television room whers programs are prepared by members
of the Senate and ment out to their respective states and there
is a Iarge globe which alluatraton thorgnOgrﬂphioal ueture of
the problens thet oonfront us, I wish I had such a globe here
this morning, to point out te you the falase notion which aocme
people in the country have today, that if a Third World wWar

comes it will be & war on & foreign soil, which is utterly withe
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out .bl;s:l.a b§ the plain faots with which we are confronted,
 These 'no_ta prove that i1f there is & Third World War
it will, in all probability, be waged upon this continent,

You bave heard the reports from Ruasim, of the Soviet
succeas; the slleged success, in completing the construction
of an inter~continental ballistic missile that can travel
#ocurltely through & range of 5",000 :;_n:i_les. That means nothing
unlese you also reeall that the Soviet bases for launching these
:ﬁ.issua!s are s'ituated Just acroas the Béring- Streits in Siberia,
and just to the other side of the North Pole in Nort bern
European Russie, 'rhe bases are there, The missiles sre said
to be there., If they ere leunched, 5,000 miles from those
bases or within easy firing distance of the industrial center
of the United States,

All you have got to do +o remlize how important this
ig, 18 to recsll the stories ycu have resd in the press about
tha‘orders given to the Sixth Fleet to concentrvate at the vory
eestern end of the Meditarranean, You know that it is alleged
that Soviet Russie is seeking an outlet upon the Mediterraneen
Sea through Syria. Yesterday Aumad Shukary declared that we
should not be concerned mbout Boviet Jussil. Sending Arme to
Syria beonuse, as he put it, the Western world, including the
United States, is bresking up the relationship whbich we bave
sought to build with the Middle ®ast and the people of the

Middle Fast, This was a ehocking statement to the State Depart-
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meﬁt of the United States beoause our policy has been to in-
sure our relationship with the Arab world,

The Eisenhower Doctrine was intended to be & declara~
tion to the world that the United States would prote&t the
three Arab countries from attack by Soviet Communiem.

Of all the friends in the ¥iddle Esst that we thought
we had, Saudi Arabia §nd King Saud was perhaps the leader, and
it has not been & year since he was here in Wasbington, dinned
by the Executive suthorities of this Government and in the
presence of the great leaders of this 1ndustﬁy which you repre-
sént; King Saud recently visited Ffyria and then hé.returnad
to his own Saudi Arabia and the next day came the dispatches
from the Middle Baat that Saudi Arabia troops were merching
toward the Gul? of Aquabe. |

I do not pretend to see into the future but it seems
to me 1t should be olear this means only one thing, that the |
Arabian nations are coming together with a greﬁter unanimity
of opinion with rospect to their attitude toward Israel,

With this development over there and with the geogra-
phical facts I have cited about the proximity of atta&k from
over tha North Pole,‘and the situation in the'MEditérranean and
the Middle Est, I think that it must be inoumbent upon #11 of
us who are concerned with the preservation df the United States
of Amerios and its population, t0 make certain that the produce

tion of liquid fuel and other emergies in the cddltry shall be
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our firgt consideration,

We amnnot begiﬁ to think as 8 people that we ocmn
look to the future and the danger of war in the fond hope that
our source of fuel will of necessity be where mble, officiml,
dilipent, and patriotic explorers have !ound it at low comt,
| bw arrangements whioh they have msde with the Government of

"foreign qountrias. Ve etnnnt with SuCOess dapand upon the

o :ictioﬂs of any Government of mny country. We must depend nbao-

lutely upon the action of the Government of our gountry and it
'1s'tér that reason'thht'todny 1 appear bere and second the
sﬁggestioh, the suggestion bdth of the sacretary'of the Interior
‘and (,"aptain Carson, tiet the patrole‘ﬁn industry snd its leaders
cooperate with what your Govsrnmaht will andcivor‘to do to
solve this great pa?oblmn thet is before us,

You pre desiing primlrily with the lxaeutive but you
must remembor, even though Congress is only the third and last
altarnative. suggested by Seoretary Seaton ior the estlblishnent
'oi an import plen, the resulntiun plan. not cOntrol, neverthe-
lesz the Congress 1s a viital part of the Government of the United
States. wé ask cooperstion also with the Congress,

Mr. Chairman, I am very'gratetui to you for the op=
'purtunif#.ﬁo rénaw my rabbeetl to you mad to your organization,

" Thank you very much .{}}

(ARRLAGSE)

CHAIRMAN HALLAHA&: Thank fou very much, Senator O'-
Mahoney, | " |
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DR. WILSON; Hf. Chairman, in view of the remarks
by Captain Carson, requesting cooperstion from the various
'anmpaﬁiin, I woﬁld like to restate our intention that while we
were dislbpointod with the decision and it was denied us, -
tﬁa relief, to which we thought we were entitled, we intend to
gooperate with the program as stated at this hearing,

(APPLAUSE)

ICHAIRMAN HALLANAN: Captain Carson, do you wish to
make an acknowledgement of Doctor Wilson's remarks?

CAPTAIN CARSON; i thank you very much, Doctor, and
I want to sty in Arriving at the decisions, they were not easy,
but they were not arrived st becmuse I thought no matter what
the decieion might be that one or two companies might not
.coopernte; they were not based on that sort of remsoning,

I will eay this, I never had sny real doubt in my
: -mind that whatever theﬂﬁaoinion might be your company would
not gooperate as it hes in the past with the Government on
this matter, |

Please accept my sincere lppraoiution and thank you,
Bir.

(APPLAUSE)

' CHAIRMAN HALLANAN Gontleﬁen.‘l desire to present

at this time an Interior Department representative to the
United Nations Conference on proposed changes in internationsl

laws of the sea and relntion to ofi-shore development, Mr,
\.
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William M, Terry, who has an interesting message to present
to the Coﬁnc‘il.

Mr. Terry.

(APPLAUSK)

REMARKS OF
WILLIAM M, TERRY
OFFICE OF INTERNATIONAL RELATIONS
UNITED STATES FISH AND WILDLIFE SERVICK

MR, TERRY: Gentlemen, I have a prpblqm to lay be-
fore you which is somewhat different than the problems you
have considered in the past. I will get to it without delay,

The nations of the world will meet in Geneva,
Switzerland, next February to cunuider somo changos in
international law, These chinges are of grbnt interest to the
Department of the Interior and, we think, of great interest to
the petroleum indugtry, The conferencw will deal with the law
of the sea, and it will take up and possibly relch‘deoilions on
such questions as the extent of ngtionul jurisdiction over
' the continental shelf, national rights to explore and explolt
the mineral resources in the shelf, fishing rights on the high
seas, and the broad question of the freedom of the sess.

The Fish and Wildlife Service, Bureau of Mines, Geo-
logioal Survey, Bureau of Land Management, und\the 0ffi1ce of
0il and Gas, all under the Department of the Interior, are

concerned with changes in international law, Eash has responsi-
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bilities which could be seriously atfected hy decisions made on
these questions, It seems clear that the United States petrol-
eum industry, which has intereste in the mineral resources of the
agontinental shelvés 0ff the coszts 0f many countries, c¢ould also
be seriousl affected by the decisions of the oonference., The
Department of the Interior wishes therefore 0 place this isesue
before you undrobtain your advice,
! The mesting at Generva has been called by the General
Assembly ot‘tha United Nmtions upon the recOmmendation of the
Intornationsl Law Commission, It will convene in Gemeva in
late Februniy 1958 mand ie expected to continue its deliberations
for two months, Tha'Uﬂited States Government is at the moment
developing positions on my questions which will arise, I pro--
pose to take a few minutes to discuss the background of the
‘ coﬁference. and the iwsues which we ﬁeliave will be of interest
to the petroleuﬁ industry. You Aave all been givena copy of the
lrfiolea oflaw on the continental shelf drafted by the Interna=-
tiohnl Lay Commigslon, We would like you to study these and
give us your comments., | \
The International hﬁw-Commisqiop i3 an agency of Ehe
United Nations, It was oroct?d in 1847 and consists of egp;rtu
in international law selected from various parts of the worﬁds

Its members serve in a personal capacity, that is to say, thpy

do not represent governments. The Law Commission was direéted\

\

by the General Assembly to exmmine the entire field of 1ntﬂr-; \
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nationkl law with a view to codifiontion of the law, and

where desirable, prqgrosutve development of ;t.l_Atter some

- study, the Commission decided that the law of the sea was most
amendable to codifiomtion, and since 1951 has devoted much of
its attention to this problem, It has dealt with other problems,
such as arbitral procedures and the law of tresties,

The law of the sea is, of course, & broad field, in-
cluding such matters as the extent of territorial waters,
pireey, the right of innocont passage, the immunitiea of public
vessels, the conwervation of fisheries, the continentsl shelf, and |
many others., The lLaw Commission found that with regard to
some o1 these matters thn_liw waa clear and widely acgcepted;
in others the lav was vague or it was either nonexistent or in
the process of development, Leaving mside those areas in which
1ittle question existed, the CO_m!.u:lon gave iumediate attene
tion to the aroa:nwhioh the law was uncertain, nonexistent, or
being developed, for example, fisheries, the continental shelf,
and contiguous zones,

In its report to the General Assembly in 1953, the
Law Commission submitted eight draft articles which, in its
view, oonatituted » suitable codification of 1nternltiou£1 law
on the continental shslf, The articles resulted from the Law
Connission’s exmmination of international practice on the mrtter

and a study of the comments of A number of governments, which

were submitted to the Commimsion at its request, The draft
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artioles in essence reflected the views of the United States

‘n the question, views whioh were made public in the President-
ial Proclamation of 1943, the so-omlled Truman Proclamation,

The nrti&lea dafined the shelf, gave to the adjacent coastal
natibn gsovereign rights for the purposge of exploring and
exploiting the natural resources of the shelf, provided

that such righte should not affect the status of the waters above
the shelf or fhe airspace ahove such waters, and contained proe
vigsiong regarding undue interference with navigation and fighing,
and the settlement of disputes,

Although the United States wes in gen#fll agreement
with these articles, many nations had difficulty with them,

In addition. beoause thoy were associated with articles ooneerning
fiahing mnd oontiguous zoneu, on which there was little agree-
ment among nitions; the General Assembly returned the matter

to the Law Commission with instruotions to submit no further

draft urticles until it vu- peeplréd to deal with the entire

body of the law of the ses.

At its 1934 session, the Gcnerai Asgembly, after
giving‘further thought to the matter, dirbctoﬂ the Law Commis~
sion to submit & report on the entire body of the law of the
sea in 1956, ' The Law Commission eOmplieq with this directive
" and submitted to the General Assembly at its 1956 session a
report containing some seventy draft articles constituting a

oodifiontion of the law of the sea. In submitting its report,
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the Law Commission pointed out that the subject was & complex
one and that there was by no mesna unfinimity of agreement umOnk
nations on the drg!t articles] and recommended that the General
Asaembly convene & conference of plenipotentiaries to deal with
the matter.

After some debate, the CGeneral Assembly adopted the
recommendation of the Commission and directed the Secretary
General ¢o convene such  conference, and it will be the one
in Genevs in February 1938, It was doubtless the thought of
the Commiamion snd the General Assembly that from such a con~
ference might come one or a seriea of multi~lateral treaties

containing ihe essence 0f the draft articles. |

So much for history., Let me turn now to the articles on
the continental shelf, which appear in the latest report of the
Law Cormission, 1086, and comment briefly on each. I might
begin by saying that like the first draft prepared in 1953,
theae articles, in essence, reflect the United States views.
They are different in & number of resmpects from the 1933 draft,
but brogdly speaking they are in line with our past thinking.

- They offer some practioal difficulties, But these no doubt

can be solved,

Article 67 defines the continentsl shel? as the sea-

bed and subsoil of the submarine areas adjacent to the ooast

1

but outside the ares of the territorial ses, to a depth of

200 metexrs (approximately 100 fathoms), or, beyond that 11“;‘¢

.;\

P \
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+0 where the depth of the superjncent waters admits of the
" exploitation of the natural resources of the said aress, You will
f note that the Commission has depnrtgd from the geologioal con~
 cept of the shelf, It has done this deliberately, after much
soul searching, for two reasons: 1, The Commisaion recognized
that the 200-meter limit would meet current needs, but thought 1t
desirable to anticipate technological developments which would

" permit exploitation of the seabed beyond this depth, qxploitaQ
tion which would not differ significantly from that carried

on within the 200-meter depth; 2, The Commission did not |

wish t0 differentiste between the continental shelf, as
undéistobd in the geologioal sense, and other submhrine arens
Whére the depth would permit exploitation in the same way sg if
there werc o shelf, The use of this flexible outer limit |
raiges wome practionl difficulties in connection with the
éstablishment of bounderies between States situated opposite

t0 one another noross & body of water; Yeu will note also

that the shel? begins at the outer limit of the territorial

ses. Thus the Law Commission is spesking of that area which the
‘United States hms referred to as the Oﬁter Continental Shelf in
the Outer Continental Shelf Lands Act (67 Stat. 462),

Article 68 provides that the coastal nation exercises

gsovereign rights over the continental shelf for the purpose of
exploring and exploiting its natural resourdes, The Commission's

language here mey give the legal purist some difficulty. He nay
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take the view that sovereign rights are sovereign rights, and 1if
subatantinlly qualified they are nd longer sovereign rights,

The difficulty which the Commission hes sought to solve by |
this lsnguage was that of giving the coastal nation enough
jurisdioction or control to enable it to axpluré and exploit the
resources, but at the same time ensure that this Jurisdiution

or control would not extend to the water above the shelf or the
sir above the waser. The exaot meaning of the term "natural
reaources" raises some difficuitios..but fortunately not for
petroleum people. In its commentary to Article 68, the Law
Commimsion makes clear that it has miways oonsidered the
mineral resources io be among the niturul resources of the shelf,
The question arisea from di!foring{view'~ll_to how nany of the
living meérine forms are so'oonuiderod.‘ This question, of great
intereat to the fishing industry sand the Fish and Wildlife
Service, is under oareful study and it does not seem profitable
to oooupy your time with a discussion of it.

Article 69 provides that the rights of the comstal

nation over the oontinentnl shelf do not affect the legal status
of the superjacent waters sas high seas, or that of the airspace
above thogse waters. It requiros no comment,

Article 70 provides that subject to its right to

take rehaonuble measures for the exploration of the continental
shelf and the exploitation of its natural resources, the coastal

nation may not impede the laying or maintenmnce of submsrine
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cables on the continemtal shelf, The intent of the COmmtl-toh
is to mike clear that while the comstal nation may regulate the
laying or maintenance of osbleg, it may not probibit such
rctivitys In connection with this article, the Commission

ghve some thought to a similar provision for pipelines, For
reasons Which are mentioned in ite commentary, and because it
felt no current need, it did not refer expressly to pipelines.

Article 71 elsborates somewhat on the right granted in

| Article 68 and places aome 11mitﬂtiona'upon its exercise. It
provides that the exercise of the right must not result in
unjustifiable iﬁterferﬁnc; with navigation, !1sh£ng or the con-
servation of the living resources of the sea; thit with certain
limitations, the coastal nation may conutruét and maintain in-
stallations on the shelf in the exercise of the right, And
establish safety zones &t & resscnable distance around such
installations; it provides that such installations shall not
have status as imlands; that such installations may not be
established in nirraW'cﬁﬁﬁhelu or where :iaterference may be
caused in recognized sem lanes; and finslly that due notices
must be given of mny such installations constructed and per-
manent means for giving warning of their presence maintained.

Article 72 deals with the establishment of boundaries

of the continental shelf betwsen adjacent nntidns or nations
. situated opposite one another across a body of water, The

difficulties involved will beoome apparent immediately.
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Artiole 73 provides for referral of disputes arising
uhder these articles to the International Cowrt of Justice unless
urgisen.nt is reached upon another peaceful method of settle-
ment.

In this brief review, I have attempted to do no more
than highlight the law Commission's recommendations in such a

manner thet fhéir impact upun‘thc interests of the United

~ States potroicum industry will be apparent., The articles do-

serve the most careful study., The Department urges that you\
give them your ltt-ntion at an enrly date and submit such cnn—
menta and suggemtions 28 you may have to ur.-H. A, Stewart.\

Director, Office of Oil and Gms, | \\;

If 1t is wilhnd, we will be hmppy to digouss the \\ :
articles with individuals or amall groups while you nre here
in Washington, |

Thank you, Sir,

(APPLAUSE)

" CHAIRMAN BALLANAN: Thank you very nﬁoh, Mr, Terry.

At the last meeting of the Council we Imd & good

amount of subjeativity development in the military defense pro-
: _

gram, &nd at this time we will pasg to the rbbort from the

military agency and the Chairnan is hlppy-tq:reeOgniie General

L. E, Cotulls, Staff Director, Petroleun Logistics Diviaion,

Office of Assistant Secretary of Defense, .
M"-‘l Cotulla,
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(APPLAUSE)
REMARKS OF
MAJOR GENERAL L, n.-t:orm, USA
STAFF DIRECTOR, PETROLEUM LOGISTICS DIVISION
OFFICE OF ASSISTANT SECRETARY OF DEFENSE
GENERAL COTULLA! Thank you, Mr, Chairmen,
Gentlemen, I note with some dismay that I &m schedul~
ed to talk about militury regquirements, Lot me say this vaﬁy
briefly, that I am naturally reluctant to ruuh in where two
of the preceeding angels fear to tread, nsmely, taking & look
at the future and I am not about to for & number of remsons
which are quite apparent to all of you, I know,

o The military requirements for the future are some-
'whht unsettled at the present time, So, if you wili permit
me to appear before you-tt'some time in the future, perhaps
at your first meeting sfter the firat of the year, perhaps at
tﬁit time I will be able to give you & little clearer pioture
#s to what is taking place, but for the moment I'm going to
have to beg off,

I wish it to be clearly understood, however, tbat X
an not pleading the Fifth Amendment in this particular case.

(APPLAUSE)

CHAIRMAN HALLANAN} For the Military Petroleum Pro-
curement, we bave with us this morning Captain Charles A,

LaFarge, United States Navy, Deputy Executive Diregtor of
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the Militiry Petrolemwn Bupbly Agonéyi' ' ' | !
Captain LaFarge. |
{Aﬁbnnusn}
RIMARKS OF
CAPTAIN O, A, LAFARGE, SC, USN
AC%ING EXECUTIVE DIRBCTOR OF THE MILITARY PETHDLEU$
SUBPLY AGENCY
AT THR MERTING OF THE NATIONAL PETROLEUM COUNCIL
iN VASHINGTON, D, C, ON 2 OCTOBER 1837
CAPTAIN LAFADGE: Mr, Chalrmon, gentlemen,
Admiral Lattu, the Executive Director, who uauaily
represents the MHilitary Petroleum Supply Apency at these meet- -
inpgs, is on the West Coast attending the Quariermaster Associm-
.tion ConﬁentiOn in Su; Frlnciaoo; s0 I bave the pleasure of
being here today,
Prior to preparing these remarks, I looked over & '

. humber 0f those made wy my'pradeoeaaurs;‘and hnve found that,

in goneral, they had sopetling positive, and often something

‘ﬁuite useful to_s;y—-sound ﬁrogxpm figures, futurq requirenents,

| {

forecnsta, Jdenpuds forlnaw products, and 20 fdrth. I toa have‘
seerche: for sﬁmbthing veluabhle to say but tu—gy‘embarrnssmont,
I f2nd that T am confronted on every hand with cutbucks,
underliftings, cann&li&fiéﬁs;nbﬁén egﬁgggntrlcté,‘éha Bu%ﬁ ;
American Act, and the cffshort procurement of jet fnel, With

all this 1ist, I have by no meaps touched ever the hem o2 the




garment of these unmttrmctive subjects, Beassured, however, tlst
I am not treating them in any light vein,
Ve in the military are only too gonscious of their |

f

tromnndous ltgni!totnoe--to you, to the 1ndultry. and not fhe

leant 1mportnnt, to us, who inevitably feel the 1mpi£%$&§*"ffgﬁ;.

affeots the industry.

, We have to solve the problems, und'hlving'-aiv63 * ”
' thm}ﬁto,live ﬁith ihe -élutions._ We are not in busineas for
the short haul, On thp contrary, we expect to continue. for
& long time to oome, the exceptionally fine relationships ... . .
which have for many years existed between the petmitéunygqufﬁi
ohasing mgency ©f the military and that most vittlzﬁh§ §suaht1i1
of today's industries-~petroleum. The problehu affect the
_ mtlitnry.junt'ns much as thoy-do the 1ndustry =«they are ours,
and we omunet solve them within Water-tight compartmemts,
but by mutumlly working out those nolntinnu'whiepft?fiﬁﬁf;%géf;
mutual benefit, | B
Meny of the problems atem from a nnitsti;ﬁ cm |
obligations, which is another way of saying that the Services-~
Armny, ¥avy, Marine Cbrpd. and Air rorue--muét re&uoé';xpeﬁsié
tdrbla Cnnuoquontly, mlnpom-r is reduced, ®o ure purehaaea,

. installations are affected, and all 1ndultr? fosls. tue»iQ.;;;m

'In Petroleum ccrtain speoisl problems sre paruﬂou@:--t;nkorn S
ars still at sea, refinery runs cannot be changed overnight,

yOou cAnnot oreate tanknge where none exists, We are just as
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oonsolous of these problems as you are, and tho military services

are, to o mén, aware of the situation and doing everything

possible to minimizqrthé shogk, We have coordinmated cutblckn,

- we have distributed as equitahly As wo oin the remuining re-

quirements both to small businese and to the majora, and we fre’
legving nothing undone whish can i any way alleviate hardship,

On tha pouitive slde, the Militarf Fetroloum Supply
Agency, has already sent @ group to the Wost Comst %0 discuss
mitusl problems with industry, We plan, if this triml proves
priotionl snd valuable, to continuve and expand the practice,

Furthermore, we have plans for s larger meeting of
the Agency and industry, and the Services, There have already
besn indications from the industry that such & meeting would
be welcome,

As I have esid earlier, we are not in mny short haul
business. Wo have boen buying and distributing and consuming
petroioum for some time now, and we will be assoclated with
yoﬁ'in industry for the years to oome, We will do our utmost
t0 make those years nutunlly satisfactory.

Thank you,

(APPLAUSE)
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CHAIRMAN HALLANAN: Mr, Milligan, are you ready to
present the report of the CommitteQIOanetroleum Storage Capa-
city?

MR, MILLIGAN: Yes,

CHAIRMAN HALLANAN: Mr, Milligan is the Chairman

of that Committee,
-'We.will'now,hear the report of the Committee on
Petruieum 3torage Capacity,
REPORT OF THE
COMMITTEE ON PETRQLEUM STORAGE CAPACITY
R, L. MILLIGAN, CHAIRMAN, |

MR, MILLIGAN: Chairman Hallhnaﬁ; fellow members,
and guests:

This report of the Commjttee on Petroleum Storage
Capacity has beén prepared as a result of the affirmative

action taken by the Council at its March'meeting, in response

to a recommendation of the Agenda Committee in connectionwith

a communication datedruarch firat from Mr, H. A, Stewart;
Director, Office of 041 ana Gas, U;'S;‘Dapartment of the interiof;
That communication requested anothey périodic(Study of the
above ground'storige‘dapacity in.the'United'States for.crudé
oil and the princlpil:petroledm ptodﬁbts, as well as a re-

appraisal of the poriilon of these products normally reported

~in inventory but unavailabte,

This 1s the fifth'such survey conducted by Petrole
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Storage Capacity Committées of the Council -- the first having
been made in 1943,

‘As in previous reporié of your Committee, it was
again thought deskrable to relate this analysis to some previous-
ly reported actual inventory situation, It again chose March
Thirty-first as the repofting date because of the obvious
desirability of devermining 1Bvéntory and éforage relations at
this seaspnal Turn in the'operations of the industry.

H The response to the requests which the Committee sent
out for information was again extremely gratifying. The range
was from approximutely 96 per cent of all of the gasoline
reported by the Bureau of Miﬁqs.aﬁ in stbrage on March thir ty-
first last, to almost 98 per cent of the.distiiliie fuel oll
in storage at.that time, |

] will not attempt to present many of the details of
the vreport, I can assure.ypu, however, that it would be well,
worth an& time that you or the members ﬁf your staff may care.to
Speﬁd on ituay of the compariaohs included, and in the trendas
of the various .items what go to ﬁake up‘the unavailable inven-
tories of our industry over the nine-year historical period of
these surﬁeysl

Touching or & few of the highlights and beginning
with the crude oil section which analyses 97 per cent of all
of the-crude oil reported by the Burgau of Mines, except pro-

ducers® stocks, the study group found:
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CRUDE OI1L

(1) That the total storage capacity assigned to
crude oil on-nafdh thirty-first last, amounted to siightly
more than 415 million barrels and that this storage contained
173 million barrels of crude 1ndiéqtin¢ that assigned capacity
was 42 per cent . full,

:th.eﬁhtemplating the seeming low ratio of total
atornga cnpacity to the samount in tanks of approximately 42
per cent as shown 1n the . report, your Committee again stresaes
‘the point that in no sense can the difference between actual
1n§éntorias in tanks and-relntad storage capacity be taken as
an indication of available atorage space, The flexibility.thiﬁ
'?ntlo'indlcnno- has had to be estmblished in order to provide
for the lnrge--ensoﬁal variations in demand, and muat remain
-if normal operations ure'to"prevail_gnd 1f the-nenaslarf supplies
are to be delivered o consumers efficiently and ob schedule,

(2) That out of a total 226 miition barrels of crude
inventories reported in ths survey oﬁly 88 mifidon, orx sboun
30-per cent, are available for shipment,

In other words, about 70 ber cent or 158 million

',_bhrrelu of ail of the cruae oi1 normally reported as in inven-

'Itoriaa, excluding producer-‘ leané utocks, are tiead up in the '
~induatry'urfar-tlung uperating syltem and represents the
mlnimum neceusary o alsure continuou- procasaing, hnndling

and blending of the various types of crude oil, and have to
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remaiﬁ_ln Ihe,system-ifith; ihdustryribzto pperate efficiently
and-;llla 0f the total nmdunt-unaVatIabte pipe ‘1ine fi1l alone
is slighily more than 47 million barrels. Another 39 mitlion
also included in the unavailabie figure nbovb?ia'neéessary to
asgure oontinuous operations of these Iines .if serious operating
difficulties. are not to be encountered.
| | CLEAN PRODUCTS
in.all previous surveys of storage capacity, claan
produéta.—- gasoline, kerosine and distiliate fuel oils --
were surveyed as A group, The well-Known interchangeability of
clean storage between and among these products was one of the
primar&-reasons-for.proceeding in that fashion, However, the
recent requeﬁtrof the Office of 011 ana Gas asked that these
products be studied meparately, This was done, but, so that
the continuity of previous reports might not be disturbed, this
survey also groups these three into a clean products total,
and makes the indicated long-term comparisons on that basis,
The deteils of the returnas reveaied:.
(1) That 560 million barrels of storage were assigned

to this group as of March thirty-first last. Gasoline storage

capacity was about 55 per cent full on the agate indicated;
kerosine 41 per cent, ana distillate fuel oil 38 per cent, “Im

| contemplating theié=figures‘1t'shou1d=be kept in mind'thh%#éﬁso-

Iine storage was near its seasonal high on the survey daté'whlle

kerosine and distiilate fuel oils were'lppronching‘theif seasonhi
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1ows,

(2) That of total "Clean Proquctqﬁ 1nventorjes,of
294 m};lion barrels reported in the aﬁrvey_104 million barrels
or 35‘per cent were‘unavgi;ablg, This ratio has‘declined
continuously dur!ug the nine year period, However, the actual
volume of unavailable stocks has incremsed 28 miliion barrels
or something over oﬁe—third._ Specifically, pipe liﬁe fillﬂia
now 15 miilion bprrels, an increase of 10 million barrels
during the nine year period and pipe line operating raquiréﬁﬁhma,
are .11 million barrels, an increase of 5 million barrels,
an 1ncrense of 5 million barrels in ithe same time span, The
increased requirementl of other transportation medis, manufactur-
ing and marketing facilities account for the remainder of 12
million barrels of the increase,

RESIDUVAL FUEL OIL

Similar comparisons are inc;uded in the report ﬁn
residual fuel oil, These reflect the trends with reupéct io
that product as they generally have been in the past nine years,

About 38 per cent of total reported inventories are
unavailable while €2 per cent oould be shipped as against
current demands or held as part of required seasocnal buiid-up.
Storage capacitj on the reporting date, which includes about
29 miilion bqrrels of reservoir storage in California and 50
thousand in the Arkansas-Louisiana Iniand District, was only

36 per cent full -. mgain indicating the need of complete
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flexibility of movemeny,.
| GENERAL

Agaih it may be said, as in all previous reports by
the Committee on Fetroleum Storage Capaci;y, that the industry
must maintain what MRy appear to represent very large Storage
capacity in cdﬁparison with the actual inventories contained
therein, This relationship, based on nine years of these
studies, indicatea the necessity of maintvaining total storage
'capnciﬁx of more-;h#n two barrels ﬁbr each barrvel of actual
'1ﬁvent0ry.

\ Also fnteresting to those not familiar with the
detai;m of our opérations is the large amount of reportea inven-
tories that the 1ndustrf:haa to carry a= unavallable in ita
wideapread producing, réflning, trausportation and marketing

:l’aci-l'it":les‘ in order to dag the :job-, Thes¢ unavailables, from the
point of view of crude oil, total about 70 per cént bf feported
inventories, For the four mgjor'prodﬁcts the range of unavail-
ables to total inventories -- in the caseof kerosine is about:
33 per cent, residual fuel oil ratio of unavailables to total
is ?8 perlcent, with distillave fuel oil 34 anq gasoline 36
per cent,

The Committee's report carriog full details, by
Bureau of Minea Refining Districte, for crude oil and each of
the principal products, allof the individua! items of unavatl-

ables, with some of the more important districts broken up into




82
smaller segments thereof., The report also includes, in conziger-

.able detail, comparisons with all previous reports running
back to that of 194S,

¢ The figures do not‘include any 1nventoriés or
storage capncity, if any, in the hands and control of the mili-
tary.

I with to pay tribute to the Committee, composed of
Fred E, Bergfors, 3r,,of The Quincy 0il Company; H, S, M, Burns,
Shell 01l Company; James P, Dunnigan, The Laey 0i1 Company;

R. G. Follis, Standard 011 Company of California; Harry B,
Hilts, of New York; J. Howard Marshall of Signal 0il and Gas
Company; Roland V., Rodmanof Anderson-Prichard 0i1 Corporation;
W. K. Whiteford of Gul: 011 Corporation, &nd W,W, Vandeveer,
Vanson Production Corporation,

I want to pay iribute and appreciation to our sub-
committee, composed of: John W, Boatwright of Standard 011l
Company of Indlunag‘ Austin Cnd;g of Standard 0il Company of
California; Richard J. Gonzalez of Humble 0il & Refining
Company; C. V. Horkey of The Pure 0il Company; W. F, Kirk of
the General Peiroleum Corporation; A, J, McIntosh of Socony
Mobil 0il Company, Inc,, and the secretary of the committee,
W. J. Arnold,

1 wishto iak Mr, Fred Van Covern, Chairman or.this
subcommittee, to stand, and I would like to introduce him to

the Council,
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Mr. Van vaern.

. » « Applause , , ,

MR. MILLIGAN: This report is respectfully submit:-
ea,'mr. Chnifman.

CHAIRMANJ&ALLANAN:Hnyl-ggy tribute to the Chairman,
Mr. Miliigac, for your part, too.

MR. MILLIGAN: Thank you.

CHAIRMAN HALLANAN: You heard the report of the
Special Committee on Petroleum Starage Capacity. We move that
the report be adopted, ¥hat istyour p1eauure?

FROM THE FLOOR: o move,

FROM THE Fﬁdbna Second,

CHAIRMAN HALLANQN; All in favor of the adoption
of the report, indicate byWSIying "qu."

- Contrary "No."

The report is unanimously adopted.

Gentlemen, while he has arrived at a 1ittle later
~hour than Secretary Seaton, Senator O'Mahoney and Captain
Carson, we nevgrtheless arehappy to have another member of a
very important Government team, who has a verydirect relation-
ahip to some of the iiportant problemﬁ of the petroleﬁm industry,
1 thigk this 18 the first appearance that we have had before
the Council from Dr, Gordon Gray, the Honorable Gordon Gray,
Director of the 011{9e of Defense Moﬁilization.

Dr, Gray, yoﬁr predecessor was with us on several
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occasions., This is a regular meeting of the National Petroleum
Councii, a group appointed by the SGcfetaryTof the Interior
to advise the Govermment on all*probiema related to petfo1eum.

This 1§ your first meetlné. We are happy to have
you here. | |

Gent lemen, I.daalre to introduce Dr. Gordon Gray,

REMARKS OF

THE HONORABLE GORDON GRAY, DIRECTOR,

OFFICE OF DEFENSE MOBILYIZATION,

DR. GRAY: Mr., Chairman and gentlemen:

I am very pleased to have this opportunity to make
my first appearande before the Counci! and with the Councii,

I am grateful for the invitation and for the opportunity, I
extend my apologies for finding it neceasary to come at thié
hour instead of somewhat earlier,

I have mixed emotions about an observation that ) §
would be just mbout to make, and that is sometimes I wish that
oil ﬁroplems were the only things I had to deal with, and
sometim;a I wish I did not have anything to do with them, So
I canpot say that I devote all of my time to this kind of thing,

I was interested in the Chairman‘s reference to me
as a member of the Administration team, and I think that ié an
approprinte‘ﬁhd accurste refersnce.

Whég I think of team work I am reminded of the sﬁpry

that Lewis 3trauss has told publ!clytgnd perhaps I hope pafwhot
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be knoﬁn ;o a1l of you, about the manzqﬁd wife who were noted
wlde;y for their domestvic felicity,

They were-the envy and awe of all the neighbors,
because it wes wellknown they never had a quarrel, were always
serene and caim and placid in their household and av all times,

One dp’t‘y one of the neighbors asked the husband hoﬁ

| Iha; managed this,

"Well," he said, "when we were first married we made
an agreemens which we have obﬁerveq to the letter through the
years and everything has been very happy,"

His friend asked him what the agreement was, and he
sald, "Well, we enrly décided that my wife would make all the
1ittle decisions and I would make ail the big ones, and wehave
meticulously observed that formula,"

| S50 his friend wanted to know, of course,‘ﬁhat he meant
by 1ittle decisﬂngsagnd big decisions,

And he saild: "My wife decides how fast we are going
to have to pay off thﬁ mortgage on thelouse and how much will be
budgetad for clothes aﬁd entértainment, She selects the
doé‘mr, She decides where the children will go toschool,
decides whether we will try to be a one-automobile family or
a two-automobile family, She makes all those little decisions,

"I decide Whether - we should invite Rud China to be
a member of the United Nations or Rot, ~- that kind of decision,”

+ « .« Laughver . , .
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We try to move in harmony and concert, and I believe

we do.
| When I became the Director of the Office of Defense

Mobi tization, I knew very little about the oil industry, and
1 do not pretend now to knnw.a great deal, but I hn?e, of course,
of neceasity learned a féw thinga., Some of my teachers are
heré pré:ent, and with whom I haw spent a collective total of
many hours in the process 6t éducatibn.

Xf you will indulge me another plessantry, I will
say thnt.my'understanding of the oii busineas is juat about
like the stbry of Professor Einatein who was "sought for a
very long tiﬁe very eagerly by an ambitious Washington hostess
who wanted hih as an exhibit at one of her dinners, He rinaxlj,
think, out of worriness, accepted the invitation,

He hnrdty got into the housevwhen she sat him down
and shid; “Now, Professor, I would like for you to explain your
theory to my guests in just a few words, if you wiit.,"

And he sdidi “HAdam, I prefer to tell you a story,
Perhaps this will snuisfy you,"

He auid, "One day I was walking down rhe streot.with
a biipd man, a friend of mine, and I aaid to him: 'Y think I
. would 1ike a glass of milk."
"Ana the biind man said: 'What is milk?'"
Einstein said: w"uilk‘is:;hwhith Iiquid.”

' The biind man said: “Liquid I know, But what is white?"
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Einstein replied that white is the color of a swan's.

feathers,

The biind man said: ' "Peathers I know, But what is a
swan?"

'Einstein sald: ™A swan is a bird with a crooked
neck."

The biind man said: "Bira I knoﬁ;_But what ia
crooked?"

Einstein took the man‘s arm and bent it like this
(indicating) and said: "Your arm is now crooked,"

The blind man said: "ﬁow I understand what milk is.,"

e Laughter , . .

I believe vhat there have beenthose who have spoken
to you this morning on the subject of the importation of cruqé
oil, I fhink I would not try to add too much to what I hnv§

® notion they may hawsaid to you except to say that inmy

official capacity I think I am entitled to express the fervent

hope that the pian which the Special Cabinet Committee recommend-

ed to the President and which he approved and which has been
presénted to the industry will succeed. I see very difficuls
possibilities should it fail. |
I express in my bou_ition of having a msidual policy
responsibiiity -- perhaps the word "residual" is unfo?;unatq -
« « « Laughter , , . | |

-= & remaining policy responsibll!tyg.na you know, under the




13
68

"

recommen&gtions.ét the Cabinet Committee, I haVelnot been
divesteq of 1ntere§t5 which arecontinuing in the oil situatioﬁ.

I think I should make it clear, i1f it is not ulreudy}
clear to you, that the Director of the 0f#i ce of Defense
Mobilization 1s not a member of vhe Special Cabinet Committoé h
Which has taken on the familiar name, I think, of the Weeks
Coﬁmlttee. This.istroper and quite understandable when, in
effect, under the legislation involved, the investigation which
the President must make is in a sense mn investigation of the
certification of the Director of the Office of Defense Mobiliza-
tion; whereas the committeé is kinda enough 1o keep me informed
and we have almost constant and daily relationships with those
whoare administering the program, I am not a memberof that
committee, I retain my interest and concern and must, under
The law,and under the Preaident‘s action,

I would say, if I may, jusy for a moment or two, &
word about mobill:athn preparadhesu, which is my ﬁrincipal
responsibitity in mg jgb. Many of the ictivition I engage in
are coniributory and in many cases seem alimost peripheral to the
question of mobilization preparednesa, But the reason thatmy
office is interested in the oil situation, for example, is to
make cersain that in theevent of an emergency, whether it be a
limited emergency or the worst - kind of catastrophe we can face
ihlt the couniry has the neqpﬁunry resources to fightv, sur;iva

and fight again if necessary,




14 | | 69

I would leave in this general area, then, one
thought with you, if I may: that is, that I think that all

of us are perhaps oo prone to think of mobilization prepared-

- -hess in terms of world war II and a Korea-type emergency,

This is necessary because our planning muat visualize the
posaibility of 1imited mggression, peripheral: wars, local
action, however you chooseto describe it. But, unhappily,
also‘in the present state of world affairs, we must conceive
of & possibiliity of nuc lear war, perhaps even resulting from
surprise attack,

This is a situation in which our country has never
found itself in the past, and we have been in international
hoatiliities, We have not really been threatened with
devastation of our people and resources ms we might in the
kind of era we now find ourselves,

Khereas, I think I can repért to you that our
measures for the continuity of the Pedgeral governmént, our
planning, our facilities for the maintenance of the continuity
of the Federal government are in fairly satisfactory shape --
that 13 to say, with any kind of warning the Federal govern-
ment couldrelocate, could attempt to put into action our plans
for emergency war agencies|and things of thaf sort; nevertheless,
no longer can we be gsure that whatever effectiveness the
Federal govarnﬁant might have in place it may be ineffective

as far as the field is concerned, that is, country-wide,
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.So I ask that not oniy as you think in terms of
the nanion'u prapurédnésn,.but a8 you think in terms of the
preparedness of the activities in whibh you are professionaly
. engaged, that you remember that we have only begun to scratch
the surface, I think, in doing the kind of planning that would
be necessapy to meet a truly chaotic situation,

We ask the cooperation of industry, of course, as
we go about seeing to prepare for that kind of an event?:iiziy/'

I thihk I should like to cqncludo'these 1nrofmnl
observations to you with @ . word. about imdustry-government
cooperation, I think that on many occasions I have expreaéed
mny own philbaophy as to tiia %at%ar and it simply is that
in order to get shead in the kind of complex society ianwhich
we 1ive now there must be industry-government cooperation,
This has nnnirestoaiitnelé;,of course, many times between
the oil industiry and the Federal government .,  § hiva in
mind'in recent times the Middle Eastdrn emergency committee,
which we think was a successful and necessary operation.
I nust frankly confess that the operations of that committee
or perhaps the philosophy underlying it has been criticlzed in
some quarters, and I-uuppose none of us would nsﬁert perfection
for anything we have donre, but this was an effective measure
of industry-Governpment coopéranion.

I also think in terms of the Military Petroleum

Advisory Board, which not onily has been of tremendous assistance




- 18 ' 71

"to the Pederal Government and 11s various agencies in dis-

nhafging their regpénsibilities, but wh1d1‘l believa has a

" tremendous potential for future as;istnnco.'

' Recognﬁzing'thnt thera?hfe ground rules under which
we must nlfﬂiive-nnd‘as to that I suppose that both you 1in
the indu-try;_‘ﬁd we in the government, are in the hands of
the lawyers to-a*verf considerable extent,-recogniiing that
there are ground rules which must be observed, névertheless:
I hope that we cancontinue, what seems to me, has been the
fine cooperation between this enéity in which I am now serving
and the entity which is the oii indqustry,
I think we are in for real trouble if we do not main-
tain and support this couperativé'enﬁnivér. |
o I mow many of you; pernannlly, I know of your service
‘to your countyy in varioua capacitien, ang I said OnNce® AT an
‘MPAB meeting that the-enrtieat.:nsxguctign, however had in
the oil bﬁsihezs, came ‘When I was in 1aw school a gooq'many
years ago, and here present is my imstructor, known to all of
you, I guess, Howard Marshall an old friend and do-stuaenu in
law SBhDDlﬁhd then my education, as I say, has been rurthered
,in these recent months.
"I would like1to 82y, a8 n closing observgtion, what
1 sala to some individumis here present as I tnlked\with the
officials of 1mport1ng compnnies back in the aummer, that

laarned in these tnlka and I hea approximately twenty 1nter-
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views with various people -~ I learned to respect the officials
of this industry. I !ound by and large that this 1s the
‘enecutive groupin the industry vho are a pretty hard-hitting
group. I found them intelligent, frank, and absolutely clear
- in expression of their viewa. I said, as some of you will
remember, that I understand now why, by and large, the oil
industry has been a sﬁcceqwfulgoge; I ihink it has intelligent,
able leadership, I hope this 1nteiiggéﬁi} abie leadership
Will continue to be an eniightened legdorshin' o
I am grateful for your patience,
« « « Applause , , ,
CHAIRMAN HALLANAN: Dr. aray, we are very vhankful
to you forcoming, and we Lope we mly be favored with your
presence at a future meeting. | |
BR. GRAY: I will look forward very much to being
with you, Mr, Qhairmnn. |
dHAIRMAN HALLANAN: We are very happy to have hag
‘you,
DR, GRAY: Thank you very much, 1
CHAIRMAN HALLANAN: Mr. William Warnen, Chairman
of the Committee on Availability of Liduéfied Petroleunm Gas,
'Mr.%ﬁ;;;;Et*are ycu'rdndy to pgegent your report?
MR, WARREN: Yes, sir.
CHAIRMAN ﬁALLANAN: The Committee on Availability of

Liquefied Petroieum Gas,.
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REPORT OF THE
COMMITTEE ON AVAILABILITY OF LIQUEFIED PETROLEUM GAS
WILLIAM K, WABREN,L- CHAIRMAN,
MR, WARREN: Mr. Chairman and gentlemen:
This repory kas been prepareq pursuant to action
of the. National Petroleum Council at its meeting on March 7,
:1957 in approving recommendations of iis Agenda Committee with
reference 10 requests contained in a letter aated March i,
1957 from Mr, H, A, Svewars, Direétor, O0ffice of 0il and Gas,
United States Deparimsent of the Interior, to Mr, Walter 3,
Hallanan, Chairman,

Preparatory to obtaining the data nécessary for completion
of this Committeo's report, the Chairman requested each Com-
nitvee member to suggest an individual in his own company --
or in another company 1f he so desired -- for appointment to
® Technical and Statistical Subcommittee.

Following replies to this request, the Chairman
appointed the six suggested individuals to that Subcommittee,

‘A queétionnﬁiré was designed to deternine expecteq
changes in 1liquefied petroleum gases availability for the year
1957, and to detarmine ths quantity of liquefied petroleum
gases that could be made available under. two assumed conditions
in the event of » nitional emergency, that would necessitate
the 1lifting of prorutlonjof crude oil and natural gas produc-

tion, Those two aﬂaumed:couditions werea:
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1. Maximum avellability through present fagilities.

2, Maximum availabiliuy through facilﬁties which
would be expanded to recover as much’ aa possible from the
availabie gas supply,

The widespread maliing of this questionnaire form
'was greavliy flcilitited through cooperation of the Bureau of
Mines, which suppliéd i1ts maiting fist use& iu connectionwith
1ts statistical data ﬁuthering.

Inquatry response to the survey waa excellent, The
informationrequested was received from companies operating
almost 100 per cent of total industry capacity as of the end
of 1936,
| The data was assembled intb threq tables showing,
by districts, by products, and by type of plant, vhe actual
1986 production as reported by the Bureau of Mines, anticipateq
changes in 1iquefied petroleum gases productive capacity in
1957, and the probable avnilnhility.under the above two condi-
tions in the event of a national emergency,

The more interesting inaicgtions of the survey findings
are:

(1) cipncity availability of liquefieq petrolaqm gas
and the principle liguefied petroleum E#3 products could
incresse during 1957 by the gallonages shown below, This is a
measure of the 1ncrcn-ed capacity to produce liquiefieq petrol-

fum gas at new and at present plants and is not a dependable
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indicator of the actuml increase which might be expected in

tiquefied petroleum gas production in 1857,
" Anticipated U, S. Increase
in LP-Gas Productive
capacity in 1957
(000's of Gallous)

Total ALl lP-Gas . 816,618
Propane ) _ 517,954
Butanea 234,642
Iso Butane 40,001

(2) Maximum availabiiity through present plant
facilities under emergency couditions as shown hélow coula be
substantially greaver than present production and with éxpanded
Plant fﬂcslities the‘raports indic;;e that ligquefied petroleum
Eas avalilabiiity could be increased by more thaﬁ 81 per cent,

Emergency LP-Gas Availabilivy
(1) (2)

Present Plant Expanded FPlant
(000's of Gallons)

Total ALL LP-Gas 12,189,542 15,383,003

Propsne 6,053,409 7,361,547
Butanes 3,036,404 3,002,542
Iso. Butane 582,682 866,597

(3) liquefied petroleun gas availability 4in 1957

will increase in all but one of the thirteen refiuning dintricts;f

~ but the ampunt of increasewilli vary from leas thnn 5 per cent S
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of 1956 production in foﬁr of the diatricts to more than 20
per cent of 1956 production in another four of the dﬁstriets.

(4) Undger omergency conditions the greateat potential
| 1ncrense in avnilubility over prasant nctual production wnula
Hibe 1n the Texnl !nland, Texas Gulf Coast and Oklahomn-xansal-
Hissouri reflning dlatrictl. | |

- (9) Uhder both normnl nnd.emsrgenoy conditiona
nvailnbility of all 1nd1v1aun1 ‘11qaeried petroleum gas
products would 1ncrense, with the excéptibnrbt buthne—propane
mixtures,

(6) Under normal coﬁditionl the larger increase I
1iquefied petr&:eum gns-nvnilabillty would be axy refineries,
but under emergency conditions the larger increase would be
nﬁ ngtﬁfnl ﬁns:liquids plants.

| ‘The Cbmﬁittae wiahoﬁ to 1nc1u§§ in thias report an
' expregaioﬁ'of its sincere thanks to the industry for ita
splendid cooperntion, and to the Techuica! nnd Statistical
JSubcommittee for its excellent handllng of thias aifficult
aasignment.i

I move the ndobtion of this report,

CHAIBHAN HKLLANAN£ You thO heawd the report,
gentlemén, an presentad by the chairmnn, Mr, Warren. It has
been movea the report be adnptod.

| Are there any remarks?

Is there B aecond?
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FROM THE thoﬂs;ﬂseconaf

CHAXIRMAN HALLANAN: A1l in favor of the adoption of
the report;aa presented by the Chairman will indicate by
saying "Aye,"

Contrary "No,"

The report is unanimously adopted, with thanks to
tha 00mm1ttee, nnd thlnks to you, My, Ghntrmnn.

MR, WARREN: Thank you. |

| ﬁﬁlllﬁhﬁ HhLLAﬁlN: We move now, égﬁtlémen,.to The

‘matter of reeeiving 8 Progress neport trom Mr, Clyde Foster,
Ehairmnn ot tho Committea on U, S Petroleum Refinary Capacity.'

Mr. Foster.

PROGRESS REPORT OF THE
. COMMITTEE ON U, S, REFINERY CAPACITY
MR, CLYDE T, FOSTER, CHAIRMAN,

MR, FOSTER: -Hr;fchairman; membexs of the Council,
~ and guests: | o |
\ I regret thav thi- report is ﬁot coﬁfléte, aithough.
you have in the writint.diitributéd'tn you thd'repofi'in the
form which it w111 ba ulvimately submitted 1e-n, hnwev-r
N sunmation of the ntatintical flguroa. |

.,Thiq eommitteo WAs appointed by'the Hationnir

. Petroieum Counail on March 29, 1957, 30 utuay and develop
| :tltistiau on Uhited Stnto- rarinery cnpaolty. _ |

The original request frow Mr, H. A, Stewart, Director
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of the 011 and Gas Division; Department of the Interior, asked
‘the National Petroleum Cnuécil'to "agcertain the U, 8, petrol-
eum refinery capacity by principai refining aress as of
January %, 1957, showing anticipated incraaae'i#fcipaqity
resulting from facilities now unaer'ﬁonstruction.or faéilities
the comsiruction of which has been announced... In addition
to orude oil throughput,rinfbrmatién on thermal and catalytic
cracking, thermal and catalytic reforming, hydarogenation and
alkytavion,both aviation and motor, should be included."

As we all know, significant technological advances in
recentlyaaré have enabled domestic refiners to produce a larger
proportion ot higher.quality products. Knowledge of the cap-
abilities of U. 8. ﬁetrnleum refineries, according to Mr.
Stewart's #équest, is essential to an evaluation by the govern-
ment of petrbleum supbiy in peace or war,

A Wofking Subcoﬁmittee was appointed on May 28 %to
study the request and develop‘the necessary statistice. Members
of fhe Committee and Working Subcommittee are !istedq in Appendix
I of the Writing which has.boen circulated to the Council.

The Subcommittee met in Washington on July 26, At
the Commivtee's request, Messrs. C. D, Fentress and L. G. Rodgers
‘of the Office of O11 & Gasj J. V. Brown and V. Brown of the
National Petroleum Councii; J. G, Kirby of the Bureau of Mines;
and Mr, Fred Van Covern of the Americen Petroleum Institute,

were nlso present.
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 After extended discussion, the Subcommittee arrived
at several conclusions which may be summarized as follows:

First, that the purpose .of the atudy is to provide
a portionof the data needed by the Miiltary Petroleum Advis-
ory B;ard in making a broadq war;ime emergency study raquested
by the Departments of Defense and Interior. Io making its
study, the Mititary Petroieun Advisﬁfy'Board addressed a
questiﬁ%nliree;o refiners requestlug capacity statistics not
considered pary of the study requested by the Hational Petrol-
eun - Councii, It becume important, therefore, to define the
acope of the CdumcilFs survey so as'to,avqid;duplication of
effort and the placing of ar unnecessary ﬁﬁfden on refiners,

Second, that the ntartihg'ante of the survey shoulqd
be moved from Jamumry I, {857 o March 31,1557 to correspond
to the starting data for the Councii“s Conmittee on Petroleum-
Storage Capacity,

Thira, that sur#ey qates; July 1, 1958 and July i,
1959, should be substituted for the phrases "showing anticipa-

ted increases in capacity from facilities how under constric-

tion or dacilitvies vhe conmstruction of which hes béen annouﬁced."

1n the original Commitsee assigoment, It ﬁaa felt that such
definite datee would be less confusing'tn“rafiuéra in filling
out the guestionnmire, which‘is.attnchEG'to thelwriting
¢irculated to you, In iﬂdition,‘Juiy 1, 1959 corresponds to

the request dave for the Military Pétroléum Advisory Board

'LFL
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cupacity survey praviously reférreu to,

| !nurih, that the statistics shouwld be gathered on
an individual refinery basis and be combﬁnedrlnto principal
geographic refining areas, ﬁefining hreni are to be defined
as Bureau of Mines uefining'ﬁistricts, with East Coast,
Indiana-1114nois-Kentucky, Hihnésbia-wiﬁconsinénbrth and
South nakpth, and West Comsy Dﬁutrictn broken down into sub-

diutrietb; Within a aisirice or'suh-district, figures are

‘%o be tabuiated for cnpncity on t:ldewniserh
| fifth, that the American Petroleum Institute
| definition of opa#able refining capacity is to be used, The
| deiiils of this definition are included as part of the attached
questionnaire, |

S4xth, that the survey results are needed by Depart-
mpné of the Interior on November 1, 1937,

The Subcommittee prepared the attached questicnnaire
with the assistance of the Refining Techﬁidnl Subcommittvee of
the Hilitnry Petroleum Advimory Board, Qu&stionnairel were
mailed to all refiners in the United States prior to August 15.
As of Septembof 30th, 74 per cent of.thé questionnaires sent
to the 265 companies concerned had been returned. These replies
include 93 per ceﬁt of the rerinerios and 89 per cent of the
thfoughput aapagity repdrted by the,ﬁureau of Minéh as of
'ganuary‘l, 1956, | | |

The Committée'exbects %o have the capacity figures
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iabullted 8nd in report fbrm‘by Ocvober 31, Since it is
important to have the survey results availabie to the Depart-
ment of the Interior by November 1, i rin#n ropbrt.with the
actunl figures missing has been prepared anarapproved by the
Subcommittee and Committee, Copy of such report is included
in th; wri ting which has just been given you,

Since the actual figuras witl spesk for'themQGLVes,

1 have been authorized by the Committee to presant a resofution
to the Council at this time uuthorizing delivery of the final
report, including statiatics as to eapacity, to the Depnrtmont |
of the Intezdor on November I,

Before doipgso, I would tike %0 express the apprecia-
tion of the main Committee, as well as that of Mr, Keeler as
Chairman of the Hilltlry Petroleum Advisory Board, for the
splendid work done by Chnirhnn McConnell and the other members
of the working subcomm!ttee. 1 -iuo wish to acknowledge the
Committee's indebvedness to Messra. H. A, Stewart and C, D,
Fentress of the 0ffice of 011 and Gas for their lﬁvalulble
help in defining the scope of this work and to Mr, J, V, Brown
"of the National Petroleum Council for his efforts in securing
and compiling the nécenunry basic 1hrormation,

Hr.*Chalrmnn, I move approval of the progress rcport
Just uubmitted, together with in-tructions to the Committee to
deliver the rinnl report in the form .howq, including statistics

in to clpudity, to the'Depnrtment of the Iﬁterior on or before




November 1,1957 with the furthe} 1n§truction that such reporyv
be submitted to the Council for review and final approval at
its next meeting, o |

Thank you,

FROM THE FLOOR{' Second,

CHATRMAN HALLANAN: Gentlemen, the effect of The
resolution submitted by ﬁr. Foster is to gi#a the Department
the a2cess to the final report of the committee prior to its
adoption by the Council, The final adoption would ordinarily
comé at the firat meetihg of the Council next jear. Under our
rﬁles of procedure, I see no objection to the adoption of the
resolution propased,' |

MR, FOSTER: Thank you,

CHAIRMAN HALLANAN: It has been moveq and seconded
fhat the resolution rend by Mr, Foster be adopted,

Are you rea&y.tor the question?

ALl in favor indicate by saylng “Aye." Contrary "No;"

(Unnnimous) | |

Thank you very much, Mr, Eouter, for the very oﬁtstand-
ing job you have done for the Committee. |

Mr. Stewurt; you ‘Will then have access to.this report,

MR, STEWART: 'Yeu, air, very well,

, _ Committee on

CHAIRMAN HALLANAN: The report of the/Petroleum

Productive Capacity, Mr. McCollum, chairman,
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REPORT OF THE
COMMITTEE ON PETROLEUM PRODUCTIVE CAPACITY
MR, L, ¥, McCOLLUM, CHAIRMAN,

MR, McCOLLUM: On March 1, 1957, Mr.H. A, Stewart,
Direcvor of tvhe 0ffice of 0il and Gas of the United Statea
Dbplrtment of Interior, addressed a letter to the Chairmanof
the National Petrdleum cduncil requesting thé following inform-
ation: |

(1) the productive capacity of the United States for
crude oil and patural gas 1iquids ms of January 1, 1957

(2) the 1ength of time this petroléum productive
capacity could be sustained without arilling

(3) the estimated rate of deciine of productive
cmpacity aseuming no further drilling

(4) the number of wells that must be arilled to
maintain this productive'capaciiy, and

(8) the affects of technolbgical developments on
the relationships between reserves ang petroleum productive
capacity,

Pursuant to this réquesﬁ, the Committee on Petroleum
 Productive Capacity (1957)was appointed. Separate subcommittees
wafe appointed for the five pfoquoing districts in the United
Stltﬁi. These subcommittees consisted principa11y of the enginesars

_ o :
and geologists who worked on prior studies an}proauctive capacity
. .
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for the National Petroleum Council, They represented all
segments of the producing industry from small operators to
the lnrutét companies, Bacause of tha-miiﬁltude of ives task,
the Dlstrict 3 (Southwest) Subcomuittee established addaitiohal
subcompittees of its own, The d!strict subcnmmitteas called
upon’ hﬁndreds of specinliuts with particulnrthWIeaga about the
- reservoir oonaitionu and product!ve capncity of the principnl
'rieldl. Numeroul meetings were heid to discuss ang review
the findings on productive capacity,

‘The estimates prepared by the subcommittees as of
January, 1957, are comparable with the previous availability
atudies prapnred'for the National Petroleum Council as of
‘January, 1951, January, 1953, and July, 1954, and are shown in
the tabulation below, A comparison with previous estinmates is
set forth in Table 1, |

Productive Capacity, Thousand Barreils Daily
Natural Gas

Districsy | | | _crﬁaa 011 Liquids ALl Oils
;; East Coast _ a7 ' 14 51

- 2, Mia-Continent | 1,591 135 1,726
3. Southwest - 6,613 589 7,202
4. Rocky Mountain 815 - 16 631
5. West Comst 1,011 a1 1,102
Total | 9,867 845 10,712

I think it would be worthwhile 1f Yu would turn to
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Table 1 further back in the report.

(Table 1 referred to is as follows:)

85
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MR. McCOLLUM: 1In Table I there is a comparison
agein by aistricts of the figures covered by this report, :

January, 1957,and for three previous reports made in January,

1951} January, 1953, July, 1954, and then the figures which }
just reﬁd oo the previous page, showing on the right, the

annuail rate of changes from 1951 to 1853, an incremse of 430 -
thousand barrels daily; 1953 to 1954 report 625 thousand
barrels dlllj} and from the 1954 to the 1937 reporty, an increase

of 646 thousand barrels daily, This was put in by your

Committee in order to show you treunds of increase in prouuc;ivi-
Ty,

" Now, tﬁrnihg back to 1957 report, you see there
that the productive capacity for barrels daily is down between
crude oil and navural gas liguids. The total productive
capacity for Januiry, 1957, forx crdde'oll is 9,867,000 barrels.
The figure for natural gas 1iquids for the sawe periocd is
445,000 barrels daily, The two adaded together are 10,712,000
barrels asily,

~Am shown dbbve, the productive c?pncity of petroleum
'iidﬁids:ix_weitsiund plants in Jdnany, 1957, was 9,867,000
barreis daily of crude oll ﬁhu'845;000 barreis daily of natural
gas 1iquias. The Committes wishes to emphasize the fact that
'its estimates deal only with tle quantities that could be pro-
‘duced at wells and plants regardiess of wﬁethor-uurf!cient

transportation facilities exist to permit actual realization
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of such production., It is known from experiénce early in
1957, that transportation facilities in a number of 1191as,
particularly in Texas, are not adequate to handle the full
proquctive capacity, Therefore, it must nt be assumed that atl
of the oil producibie in the United States can be made avail-
able to markets on short notice,

The current study indicates an incrense.in productive
capacity since July 1954 of 1,536,000 barrels aaily for crude
oil and 80,000 barrels daily for natural gas 1iquids. The
Anhhual rate of increase in productive capacity for all petroleun
1iquids was 646,000 barrels daaily in the paat thirty months,
compared with 625,000 barrels aaiiy in eighteen months between
January, 1953 and July, 1954, In other words, the growth in
pEoductive capacity since July 1954 has apparently continued at
& rave approximaiely the same as that experienced in the period |
J;nuary 1953 to July 1954,

In January, 1957, production was 7,480,000 barreis
dally of crude oil ang 826,000 barrola dally of natural gas
1iquida. The margin between productive capacity and production
was 2,387,000 barrels dajly of crude oil and 19,000 barreils
drily of natural gas liquids, compared with respective margins
-1n July 1954 of 2,089,000 barrels daily and 123,000 barreis
dally. The amount of fhis margin 15 determined by fluctuations
in production, The varlation in production in recent years has.

been at least 250 000 bnrrels daily between the low and high
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monthe, and in 1957 there has aiIready been a variation of
ahhuu'soo,ooo barrels daily between the peak in March and the
low point in August, Because the fluctuations in production
-bring!ubout‘such changes in the margin between it and productive
capacity, meamursement of the reserve capacity for a singie month
is of 1imited significance,

The productvive capacitjes atated above cannot be
sustaineq under ordinary circumstances for more than a brieg
period without arilling, The depletion of reuerveﬁ by produc-
tion'brings about a normal decline in productive capacity which
varies with reservoir conditions in different fields. In some
fieldas with water drive aud pressure maintenance facilivies,
anda full productive cnpncitytest!mhted as of January, 1957,
could ®sustained for a considerable period of time, In other
fields, the ability to produce will decline almost immediately,
In case of an emergency, sufficieuntly grave to preclude the
drilting of enough wells to maintain productive capacity, pro-
Jects for mdaditional water injection and other meam of increas- |
ing productive capacity could be uﬁdertnken in some filelds,
thereby offsetting part of the decline that would be experienc- .
ed in the remaining fields during the first year of such an
emergency, A large proportion of these projects could be
placed in operation with Iittle delay,

It is d!f!icult to estimate with reasonable accuracy

the extent of the decline in productive capacity if there were
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o drilling, because the petroleum industry has had no
experience with such a situation. Subject to this remervation,
theICOmmittee estimated that the decline in productive capaclty
4n the first year might be in the order of 735,000 barrels
aaily, or about 7.5 per cent, if production were at full
capacity, not full capacity but 1;11 measure,

The Committee gséumes that a drastic curtai iment,
or a temporary complete discontipuance, of drilliing acuivity
would bo_chuaad soiely by acute shorvages of ateel, Curtail-
ment of drilling woulda have Qerioﬁs immediate effects. and |
ho less serious afver effecta, on the productive capacity
because of the ?nevltnble loss of trained drilling crews to
other emergency Qctivit'ies. Therefore, in the eveni of an
emergency, careful atvention should be paid to the variations
in the levels of productive capacity with the view of aasﬁripg
to the petroleum industry sdequate supplies of éteel and other
essential materials in order to:

(1) coaxry on ﬁhe ﬁeoessary maintenance work on exist-
ing wells (such work calls for conétann replacement of worn-
out or damaged casing; Tubing, rods and other well and lease
equipment) | |

(2) permit the“fuli renlixtgion of existihg capacity.

at wells and ﬁlnnts through instaliation of additional power and
pumping equipment; |

(3) perm:% the carrying ovut of projects for addition-
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al water injection and other mesns of maintainﬁng or stimulaﬁ-
‘lug production; and

(4) poermit maintenance of drilling activity at
levels sufficient to offset the decline and provide adequate
petroleum supplies for a pQOlonged emergency.

‘The dqistrict sﬁbéommitweea.h#ve made estimates of the

number of wells that would have to be drilied in 1957 to main-

tain the proauctive capacity estimated at the bgginning of
the year, These estimates are necessarily based on past experi-
ence aud on the assumption that wells drilledq in the‘future
would achieve rensonablywcomparahletesulti.

ltfmust be radogpizeq, however, that changes'iﬁ the
proportion of prqdﬁctive ﬁella to dry holes and'changqs in the
quality of the succesqfui weiis can alger mﬁteriﬁlly the.amouht
of drilling required to maintain prqductife capaciiy. There-
fore, the Committee be;ieves that 1ts reply to this part of
Mr., Stewart's 1nﬂu1ry iﬂ baqt expreﬁsed A8 & range, it the
recent favorable experience 1ﬁ developmernt of capacity shquld
6nntinue, the district subcommitiees eétimate that operatiﬁns
at capacity migﬁt be auﬁtgihed by the drilliﬁg of about 41,000
wells. On the basis of experience quring Worid War II, however,
when the darilling of an average of 232,500 weils a year 1n'th¢'

J;_period 1942- 1945 was Juay sufficiant to offset the deqliaé

| resulting from prndﬁction of,4,300,006 barreis daily, ;t'mjght

take in excess of 50,000 wells to matntain p capacity bf
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9,867,000 barrels daily of crude oil, It is the concluddon
of the Committee, @nd the Committee assumes that, to which
atl agreed, 1t would probably require 41,000 to 50,000 wells
a year merely to maiatain productive capacity.

‘Parenthetically, I might mention, thatthe Americsn
A-séolltion of 041 Well Drillipg Comtractors represented on
this Committee agreed with this figure but woukd prefer o
ﬁlv: gseen it probubly higher, probably 50,000instead of &
range.

As unoted in My, Stewart's letter, changes have taken
blnee in the relation between the nation's productive eapacity,
an oaiimhtad by the uitiqnll Petroleun Council, and renw&ven
of niune oil and natural gas Iiquids, as estimated by the
'Am;ricnn Petroleun Institute and the Americar tas Association,
The résntion betwsan pruquctiva capacity of naturai gas liéhidu
and remerves depanﬁu priaoipnlly on the egpaaity-of gns procény-
1ng:§1:ﬁis and ot the production of gas, ‘1t has changed only
siightxy nuring recent yaufn; Tho'presaht eutlnptad produst-
tve aapnnity would repreutnt annual withdrawals equivalent
to 5.3 pex cant of proved reaervo- enmpuraa with 4.9 per cent
.'-!n 1951, A more algnltialnt chnngs in ‘the ralntion of produotive
énpnhity‘tn‘rnnurveu'hnn.naeurrlu in'nruné'uil, whieh in B0V
out in Tqblefz Thnﬂfiuhﬁnriﬁoﬂina followa .

Table 2 1s as follows:)
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| MR, McCOLLUM: You might want to turh one moment to
| Table 2 in the back of the report, in which by years and by
regions we have given the estimatéd reserves, the estimated
productive capacity, and then bave expressed on annualized
productlve capacity per cent of reserves basis, the resultg,
wiiich veu can just see for a momeﬁta that in 1851 the per cent
was ©,7; in 1953 {t was 9,7 again; in 1954 iv was 10.4, and
in this report, for 1957 1t was 11.8.‘

That is briefed a 1ittie more, as followa:
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For the United States as a whole, productive
capacity has increased more rapidly than proved reaerves,

with_the result that anhualized prnductive capacity has
increased in the prat four years from 9.7 per cent to 1l1.&
per ceng of reserves; stated in other terms, whe ratio of
reserves to arnualized productive capacity has dacllnod from
10.3 to 8,5 years during the same period.

| " It may' also be noted from Table 2 that there is
wide variation in the reiation of productive capacity to
reserves among the di?tr@ctannd aven in the same districw
over a period of time, ,In Districts 1 ana 5 the percentage
relation has decllnedhsihce 1951, whereas in Diatricts 3

and 4 the relation has increased but is still beiow the level
for Diutrict 2 and below the demonatrateq relation of produc-
tion to resexrves in District 2 during 19843, These variations
reflect changing conditions as to the average age of fields,
changing production practices and varying degrees of applica-

tion of new technological developments .,

It is impossible to determine quantitatively the

- contribution of any one or all of the several major technologic-

A1 developments on the nhfion's produétivé'cnpacity. Some of
these developments And the manner in which they affect the |
. relation between pﬁoauctiangpﬁcity and reserves are diaqun-ed
. briefly 1ﬁ=the folinw‘né'pnrggruphn; f

j-?Hultlple‘complétlon of'wetlﬁ“pormita simulvaneous

proquction from two or more productive strata through a
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single well, Prior to‘thiafaévelopment, it ﬁas customary
to defer production from one stratum until the othexr had been
dapleted. An 1ncreau1ng number ot wellu have been conmpleted
to produce from mult!ple zones in recent years,

| Hydraulic fracturing of producing formations in new
wells freguently increh-eg_the productive capacity by a
significantly greatver proportion than it increasses economical-
1y recovefablp réserfés; furthar, the successful application
of fractﬁring treatments hnﬁ led to the drilling of many new
wells in and.aronnd old marginal producing areas, The gquicker
and more assured payout induces opérators to inveat the necess-
ary capizal fbi- this type of development, which makes oil
rnpidl& available that might otherwise never be produced.

Water floods, bresgura maintenance projects and-other
recbgnized maahs of stimulating or maintaining production raves
frequently add proportionately more td productive capacity
than to economically recovafnble reserves,

The cumulatiféélrects of these tedhﬁologlcal
developments on productive.éapacitj are frequently ijmmediate
and obvious, These daveiOpments usuaily.contribute in some
nesgure to increases jh economica:iy recoverable reserves, but
such cohtrﬁbufion 1a-ﬁot immediately rgfleetéd in the reserves
eatimates, | |
i Improved technology and more intensive dovelopﬁent

of proved reserves now enable the aomestié oil ingqustry to
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produce its reserves at a higher ratze whaﬁ~1n Worla War IX,
Ihiﬁ fact should prové of value ia any emergency. It does Rot,
however, permit any -relaxation of the'indu:iry'u efforts to
find dand deve lop enough néw reserves .to enable the industry
both to keep pace with the sveady growth in peacetime demand
_for petroleum and to maintain, at the same time, sufficient
reserve capacity for any sudden emergenéy;

‘Mr, Chairmsn, I would Iike to add here one othex
word, This is the fourth such study that has been made by
this Council, and I have had the pleasure of being Chairman

I believe of all four of the committees that made this study

‘and I have had the pleasure of having work with me as Vice
Chairman on all except the last one, Mr, Hines Baker, and
all of you know what a great workman he has always proved to
be, This year we had help of the very successful Executive
Vice President of the Humbile 01l and Refining Company, Mr,
Morgan J. Davis, who did s very good & job as Mr., Baker, and
we assume he may hnve-h@en doing Mr, Baker's work before,

I Iénve the thought that if this body ever sees fit to have
Vanothur»atuay made that My, Davis would make a hell of a good
Chairman,

I move the adoption of the report,
FROM THE FPLOOR: Second.
‘CHAIRMAN~HALLANAN: You hearda the roportjof.the

Petroleum Productive Capacity Coumittee as preaented by Mr,
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McCollum and the tribute to Mr. Davis whiéh'wa recognize ang
your nomination of Mr, Davis as Chairman of the next Committee
also. |

What 18 your pleasure? It has been moved that the
reporty be adopted. All in favor indicate by saying "Aye."

Contrary, "No,"

The report is unanimously adopted.

Many thanks tvo you, Mr.,McCollum, for a long period of
faithful and byal and &ﬂéient service,

MR. McCOLLUM: Thank you, o

CHAIRMAN HALLANAN: Mr. Bert.Graves, Chairman of
the Commitiee oh Petroleum Transportation, is prepared, as I
understand it, to present 2 progress repors,

My, Graves,

PROGRESS REPORT OF THE
COMMITTEE ON PETROLEUM TRANSPORTATION
MR, B, I. GRAVES, CHAIRMAN,

MR, GRAVES: Mr, Chairman and gentlemen:

This will be a brief report from the Transportation
Committee on Petroleum Transportation Facilivies, In other
wordse, this will be an interim report N |

| The study on transportntion !ncilitias is approximately
80 per cent complote, and ahe final report we hope will be
available in November. |

Thé work of the committee was divided iuto five sub-
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A .

committees and three of vhe subcommittees have cumpiete& their
report: The Committee on Pipé L1ne\Tranuportation,_which was
headed by C. S. Mitchell, the Committee on Tank Cars by Mr,
B. C. Graves, and the Commitrtee on Barge and Lake Tranapo'rn tion
by Mr, A, c. Ingexrsoll, Jr,
| Reports of the.other'tﬁo subcommittees on tank cars,
‘which was headed by Mr, Sam Niness and ou OPG Facilities for
Transportation by My, George Benda are ﬁell:under way.
When the final report is ready, which we hope will
. be ready or should be ready next month, the Transportation
Committee report, we feel, wili be a very complete and valuable
report, ‘V ,
I would 1ike to offer as & ra-olﬁuion one similar
to the one made by Mr, Foster that when this'informatton is
avajilable next month and pending the tbfmal”meet!ng and approval
by the National Petroleum Council, we ﬁauld hd&e permission to
submit the report to Mr, Stewart of the 011 and Gas Division,
- 8o I would like vo offer that as a resedstion for approval,
.CHAIRMAN- HALLANAN: You heard the3res‘ol'ut:lon proposed
by Mr, Graves, which follows the pattern set by Mr,.Foster,
FROM THE FLOOR: Second, |
CHAIRMAN HALLANAN: All in favor of the adoption
--of the resolution indicate by saying "Aye," Contrary "No."
‘So ordered, |

Thank you very much, Myr. Graves,
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Gentlemen, at our meeving last March, Mr, Stewart,
‘the Director of Office of 011 ang Gaa gave us a vety Iarﬁe'
asgigoment of requests for special stuqy, We have had heré
presented here topday three final reports of these study
committees and TWwo progress reports which have been fairty
well completed,

Mr, Stewart, yoq hgd Rl opportunity to hear the
reports that were prnnanteﬁ and the ' ogress reports will be
in your hands soon, dnd We are now pleased to have you speak
To the Council on these committee reports and any other matters
to which you may refer,

Mr. Hugh Stewart,

REMARKS OF |
MR, HUGHI A. STEWART, DIRECTOR,
OFFICE OF OIL AND GAS,

MR, STEWART: Chairman Hallanan and gentiemen:

In the quick review ihat I made of these three final
reports, I believe that you hnuépmovidéd our office and the
Gﬁvernment with probnbly the Sronaé;t base we have yet haa for
use in our security planning with retation to oii.

The storage report is of particu lar interest to me
at the pfo-ent moment because we are dealing with and studaying
the storage problems of the Organization rpr European Economic
Cooperation in Europe, Storage there is very'much in their

minds as & result of their troubles through the Suez crisis,




45 100

We ﬁill get out of this report, I hope, details
and a clear understanding of what we have, what thereis
available, what vhere is wabie in a way that we have not had
it_in,the past,

‘We have followed the work of the Transportation
Committee and particularly of the Pipe Line Subcommittee, and’
-..-The reporiﬂlﬁhht they have almost completed 4s not only put up
in a comblete féfm, very simiiar to this storage report, but
iz addition it follows the practice of setting out flow charts
which wilil ﬁnke the information ciearly understandable and
will make our Job in dlscﬁising the reports and transport
capabilities with the other Government agencies a lot easier,

These reports, as 1 outlined to you Insf March, were

[
i

S8t up A% A baa{d for what amounted to an inqustry-wide
inventory of capabilities broken down by the various segmenzs
of the industry. They were to serve as a foundation on which
the Military PEtfnleum Advisory Board could base its work in
the long range wartime petroleum and gas survey which, of course,
will be worla-wide,

I think that the work, coordinated as it has been
with some of the committaes and panels and committees of the
MPAB, will prove of extreme value to them, It will have
eliminated most if not ali of the possible duplication, and I
think it will facilivate the Military Advisory Board's work

very greatly,
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You lihtened to Dr. Gray comment on the importance
he attached to the Hiiitary Petroleum Advisory Board in these
wartime petroleum studies, He grasps that problem and that
importance Just aé muchas we do. He himself has been trying
to figure a way to make a better, a sounder analysis of our
petroleum security than he understood had ever been mmae,

Wé had the opportunity not long since to outline to
him just what these studies were that are in process and just
what we expected to get out of this study of the Military
Petroleum Advisory Board, It was just exactly what he haa
been hoping could be set up, and I can assure you that he witl
give that work his full backing,

Incidentally, I apprec1ate the resoiution of the
douncil to release these two reports to us which ﬁre'not yet
formally submitted so that we have them for use yet this fall,
We appreciate that very greatly, and I can assure you we will
use then in thé spirit inwhich they were submitted.

We did not set up any new'reqnnnt for the Council
for this meeting,

First, we had presented to you'whnt Amounteq to a
prevty heavy chore whgn'we gave you the five raquests_lnut
March, We will have to review and aﬁalyze these reports to
get a little clearer uwhderstanding of whether or not or to
what extent we should ask for new information or new studies,

I do not want to ask for studies merely to ask for them, in
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other words, to keep this Council busy, We de not have to do
that. But I do want 1o ask for stud!és, reports and informa-
tion thatare needed and pertinent.

At the moment, the only subject that I think we might
have asked for today would be on steel requirements, but I
Was reluctant to make that request until we had had a chance
to review the Coupcil’s report on productive capacity and
the other segments of the industry to get a little better
undexrstanding on’our own part of jusi exactly what we might
~need by way of information and what we should ask for the
Counctl to perform,

Inasmuch, gentlemen, as there seems to be a 1ittle
conflict of interest around here, and I know there is aome
qonf;idt_in schedules, I think that this will be all that I
will have occasion to mention at this present time, except I
do want to thank you for the prompt and very extensive cnver;
age you gave us in thesereports that you have submitted,

Thank you,

o« o Applause AN

CHAiRHAK HALLA&A&: ‘Gentlemen,the sééﬁd{iry of the
Council, Mr. Brown, has been aakiﬁg your conpefat:on as membhers
of the Council as well as those who have previously served
as mémhers of the-Council.in thé-assembling of photographic
material ang biographical data which he hopes to embrace in an

appropriate aibum, giving the biographical sketch of those who
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have servéu as members of this Council from the beginning.
Mr, Brown, you might wan:i to supplement what I hadg

to say by telling the members what you have in mind and also
present the report of the Secretary-Treasurer.

REMARKS AND REPORT OF

THE )
SECRETARY -TREASURER
MR, JAMES V, BROWN

MR, BROWN: With regardto the album, my original

thought was To merely maintain in our office a historics!
record both iun the way of biographical data and your photographs,
We find 254 individuals have aerved or are serving this Council
as members; 168 have responded on our request, leaving some H
d6 that I would be happy to hear fromin order that we might
make this project 100 per cent,.

In aending outr these requests, the response has been,
I__feel’, very dxcellent, and w have received some thoughts from
those returning their ditl that perhnpu it would be nice and
some actually expect that we may publish a bulletin or a book
which would coﬁtnin these duplications of these photographs
and the information that was sent,

I told you when I requested these photographs that
evérythjng would be majintained strictly within our office uniess
you gave us permission to expand on that. I hesitate to ask
that pérmﬁsliqn buf“is-! received thp?d requests, I believe

that there is a general Teelgng'ihat 1t would be a good idea
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for us To develop a brochure, ifﬂthgt meets with your
approval, I would 1ike to have thatv approval from the Council,
.And I 30 move that in due time that be published and made
availablie to all the members,

With regard to our fihancea, you have been kind
enough to send me, during the year,some $86,000, I have been
spending that money, of course, and hnve qpent $61,000. Ve
svarted out with about $25,000, So we are left atv the moment
with $62,000 which we feel will cerry us through this year.
Our reserve fuauds are unchanged during the year,

CHAIRMAN HALLANAN: You heard the report of the
Sncrétnry4Treasuror. If there ia no comment the report wiill
be filedq,

| | 1 shoulda 1ike to request the Chairmen of the
Special Committess who have submitted their reports this
worning ﬁa well as the Chairmen of the Working Subcommiitees
wilomay be present 1o remain with me here for a few minutes
after the adjourmment of the Council in order that we may meet
the'memhera of the Press who will be coming in presently and
who DAy desire to ask some additional questions about these
reports,

Gbntlemen, I hope you feel this has been a worth while .
meeting of the Council, certainly I feel 30, as reflecteq by
the attendance, the fine representation we had, and particular-

1y av this time when certainly we have many problems that
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invoive coﬁperation with the Government as an indussry,

It seems to me that we shoula be impressed with whatg
has been said here this morning by those who speak for the
Government &s to the great importance of the continuance of
that cooperation.

It seems to me’that the Council obligations have
been presentea here in a way thatfceriainly c¢annot be evaded,

Iz thexre any new business?

MR, B, I, GRAVES: Mr, Brown, I have a guestion.

MR, JAMES B, BROWN: Yes?

MR, B,I, GBA?ES; On these photographs, do you wany
a phorograph as qg‘todpy, Or do you want one whén you joined
the Counci1? |

MR, J, B. BROWN: My request was whatever photograph
you would Iike vo present, I will not expand oh that,

MR, HA#DEY: Are we going to take action on the
request for the brochura?

CHAXRMAN HALLANAN: Yes,

Will you make a motion?

MR, HARDEY: I move they be authorized to publish
& brochure,

CHAIRMAN BALLANAN: You heara Major Hardey's motion
that Mr. Brown be authorized to prepare a brochure of the
members of the Council,

FROM THE FLOOR: Second.
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~ CHAIRMAN HALLANAN: All in favor, indicate by
saying "Aye,"

[

Contrary "No,".

So ordqered..

If vhere is no further business, a motion to adjourn

is in order.

FROM THE FLOOR: So move,

FROM THE FLOOR: Second.
CHAIRMAN HALLANAN: So ordered,
« + « Whereupon, at 12:15 o'clock p.m,,

the meeting adjowrned , , .,







